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Volume 89 


Add "To be" 
After "was" insert "not" 
Chance. "of" to, "or" 
Ada "it" after "requires" 
Add.“ of." 
Change "intra" to "entry" 

Change "contract" to "truck" 
Change "Board" to "Province" 

Change "compete" to"complete" 
Add "having to do" after "application 
Change "droffing" to "forbidding" 
Delete "Those tariffs which have to 
be filed and published would be 
subject to control, entry," and 

so on.and substitute: "Thus, 
tariffs would have to be filed and 


published, entry would be subject 
to eontrol" and so on. 
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Volume 90 


15353 = 27-28 Change "ultra mountain" to ultramontane" 


15361 28 After "for the first part" insert 
"make it possible to" 

15366 9 Change "personal" to "person" 

15404 10 Change "You" to "We" 

15473 18 Change "interlude in 1922 and 1923" 
to "interlude from 1918 to 1922 
or 1923" 

15474 5 Change "have" to "had" and "factors" 


to "periods" 


Volume 91 
15510 it Change "inequality" to "inequity" 
12 Where dots are insert "The Province 


also rejects the assumption made by 
the railways that" and delete the 
word "of" 


15 Change "weakness" to "continuance" and 
insert "a" at end of line. 


20 After "evaluate" insert the words 
"or cost arbitrarily selected seg- 
ments of their " -==- add this where 
dots are. 
15527 a Change "gloom" to "bloom" 
15530 19 Change "him" to "them" 
15531 5 Change "strife" to "stripe" 
15537 27 After "dictum" add "about" 
28 After "the chosen" insert "instrument 


of national" 


15540 23 Change “environment where" to 
"ancient communion which held 
that open" 


25 Change "doing" to "practising" 
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L5oSS 20 Delete "or" substitute "oft 

Ze 4 ndegresst ¥ "degree 
15556 4 " "Branforan™? ™ "Bronfman" 

Pak " 1956" " 1938" 

26 n Manito" "Manitoba" 
Leys 4 i nie # int 
15563 25 1 nisit " tint 
15565 10 Renvent spelling of "disproportionate" 
15573 6 Delete "minimum diset 


Substitute "minimum non-dis-—-" 


15578 . After "Variable costs" 
Add "at 
A Ne After "50,000 lbs. each" 
Add "att 
15581 12 Delete last word "general" 
15590 = 25 After "page" add "1" 
15592 x Delete "dominion" substitute "dominany" 
15604 25 First three words should read "by 30 cents" 
15608 25 First word should read "illustrative" 
15609 1O Insert "which" after "miles" 
re Insert "a" after "with" 


15615 25 Word should read "dot" 
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Volume 91 (cont'd) 


After "that no one" insert "may" 


Change "some" to "one" and add to 
end of line "wished to" 


Change "Commissions" to"Commissioners" 
Change "DBS" to "waybill" 


Change "DBS" to "waybill" 
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ROYAL COMMISSION ON TRANSPORTATION 


Proceedings of hearings held in 
the Court Room, Board of Trans- 
port Commissioners Offices, 
Ottawa, Ontario,on the 19th day 
of September, 1960. 


COMMISSION : | 
Mr. M. A. MacPherson, Q.C. Chairman 
Mr. M. Anscomb Member 
Mr. A. M. Balch Member 
Mr. R. Gobell Member 
Mr. H. A. Mann | Member 
Mr. A. Platt Member 


COMMISSION COUNSEL 
Mr. A..G. Cooper, Q.C. 


Mr. G. S. Cumming 
Mr. H. W. Ellicott Adviser 


Mr. F,. W. Anderson Secretary 


Major N. Lafrance Assistant Secretary 
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ANGUS, STONEHOUSE & CO. LTD. 15206 
TORONTO, ONTARIO 


Ottawa, Ontario, 
Monday, 
September 19, 1960 


---On. commencing at 10.00 a.m. 


x 
\ 
THE, CHAIRMAN: Order, please, 


DIRECT EXAMINATION BY MR. CARTER (resumed ): 


THE WITNESS: Mr, Chairman, I am now 
beginning Part II of our General Submission on 
National Policies and their Effects on the Saskatche- 
wan Economy. 
as The Order in Council which established this 
Commission and stated its terms of reference made clear 
the intention of the Government that the proceedings 
of the Commission should emphasize the national in- 
terest and the furtherance of national economic. 
policy. It is the considered and firm opinion d 
the Government of Saskatchewan that effective measures 
for the furtherance of national policy in any of its 
varied aspects can be devised only if care is taken to 
relate these measures to the origins and development of 
such policy. 

Fale In its submission on the Crow's Nest Pass 
Agreement and Grain Rates the Province of Saskatchewan 
outlined the background and nature of the policy which 
was developed in the mid-nineteenth century looking 
toward the integration of the British North American 
colonies and territories on a national basis. It 

was indicated in that submission bet the creation of 


a na nal interest and its earliest measure of 
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fulfilment required the construction of railways linking 
the provinces on the St. Lawrence with the Atlantic and 
with the Pacific to provide the bare skeleton for a 


Canadian nation. It was further pointed out that 


the location of these railways was more powerfully 
influenced by strategic considerations than by 

regard for economy of construction or operation or, 
indeed, for early traffic possibilities. Finally, 

it was made clear that the cost of construction, the 
scarcity of capital and the uncertainty of profitable 
returns rendered it inevitable that these essential 
links would be provided either by out-and-out state 
enterprise or by an organization in which the fiction 
of private enterprise might be preserved at the 

cost of huge public subventions and special privileges. 
Gr The benefits to be derived from policies 
which are in the national interest do not necessarily 
flow in equal measure to all parts of the nation. 


Nor do the costs which inevitably sttend worthwhile 


policies fall uniformly on all segments of the 


Saag EE eSATA 


national economy. These conditions apply to 


individual policies and can, of course, apply with 
cumulative force to groups of policies taken as 

a whole. This does not provide a conclusive or 

even a relevant argument against individual policies 

but the corollary is that, where burdens are 

necessarily imposed unequally in the national interest, 


the utmost care must be taken to compensate for the 


inequity in other ways. 
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4, The Government of Saskatchewan submits that 
these points must be kept in mind in interpreting the 
significance of basic Canadian national policies on 
transportation and trade and in assessing their impact 
on the economy of the province. The first Canadian 
railway to the Pacific coast was built with public 
assistance derived for the most part from the resources 
of the prairie provinces. The all-Canadian location 
of the railway and the policy of protective tariffs 
forces the prairie provinces as, indeed, was sf: 
deliberate intention, to rely on artificially protected 
and subsidized industry in central Canada. Producers 
in the prairie provinces are consequently foreed to pay 
higher prices for essential capital equipment not only 
because of excessively high costs of Canadian industrial 
production but also because of the greater distances 
from the centres producing such equipment. 

ie It would be inappropriate to adduce evidence 
before this Commission concerning either the merits of 
these policies or the extent to which they may have been 
essential to the creation of a national Canadian entity. 
The Province of Saskatchewan has no intention of raising 
these issues. The evidence adduced is only that which, 
in the opinion of the province, is necessary to an 
assessment of the impact of national trade and trans- 
portation policies on the provincial economy. Such 

an assessment, in turn, is essential to the under- 
standing of the place of Saskatchewan producer and 


consumers in the Canadian transportation structure. 
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Public Assistance toward the Construction of the 
Pacific railway. 

6. The construction of the Pacific railway became 
a contractual obligation of the Dominion Government as 
part of the terms of union under which British Columbia 
entered Confederatimin 1871. The onerous commitment 
was couched in the following words (from Order in 
Council respecting the Province of British Columbia, 
Sepa May 16, 1871: Article 11 of Joint Address 

of the Senate and the House of Commons of Canada 

to Her Majesty stating the terms and conditions for 
the entry of British Columbia into the Union, printed 
in Statutes of Canada, 34 and 35 Vic. (1871), page 
1xxxviii ): 

"The Government of the Dominion under- 
take to secure the commencement simultan- 
eously, within two years from the date of 
the Union (later established at July 20, 

1871) of the construction of a railway 
from the Pacific towards the Rocky Moun- 
tains, and from such point as may be 
selected, east of the Rocky Mountains, 
towards the Pacific, to connect the sea- 
poard of British Columbia with the railway 
system of Canada; and further, to secure 
the completion of such railway within ten 
years from the date of the Union," 

The Government of British Columbia on its part agreed 


to convey lands to the Dominion Government in furtheranc 
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TORONTO, ONTARIO (carter) 
1 

2 of this project similar in extent to the amount | 
3 which the Dominion appropriated therefor from the 

4 public lands of the Northwest Territories and the 

5 Province of Manitoba, 

6 T. The commitment to build the Pacific railway withi 
7 ten years alarmed many of the supporters, as well as 

8 the political opponents, of the Government of the day. 

9 To allay their fears a resolution was introduced 

10 into the Dominion House and, after considerable debate 
11 and modification, was accepted in the following form 

12 (Canada, House of Commons, Debates, April 11, 1871, 


13 pages 1027-30): 


14 "That the railway .. . should be con- 

15 structed and worked by private enterprise, 

16 and not by the Dominion Government; and that 
17 the public aid to be given to secure that 

18 undertaking should consist of such liberal 

19 grants of land, and such subsidy of money, 

20 or other aid, not unduly pressing on the 

21 industry aa resources of the Dominion, as 

22 the Parliament of Canada shall hereafter 

23 determine," 

24 SG. The Government followed up its pledge to 

25 British Columbia a year later by passing the first of 
26 three Canadian Pacific Railway Acts (Statutes of 

27 Canada, 35 Vic., c. 71, assented to June tA, 1672). 
28 This Act referred specifically to the resolution 

29 of 1871 concerning private enterprise and the degree 


of public assistance to be provided. The somewhat 
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equivocal restriction in the resolution limiting public 


subsidies to those "not unduly pressing on the 
industry and resources of the Dominion," appeared in 
the preamble to the statute in much more specific form 
as "not increasing the present rate of taxation," 
The wording of the statute is as follows: 
"And whereas, the House of Commons of 
Canada resolved during the said now last 
session, that the said railway should be 
constructed and worked by private enter= 
prise and not by the Dominion Government; 
and that the public aid to be given to 
secure that undertaking, should consist 
of such liberal grants of land, and such 
subsidy in money, or other aid, not 
hereete the present rate of taxation, 
as the Parliament of Canada should there- 
after determine; ,.. 
"dO, The whole line of the said railway 
shall be made and worked by private enter- 
prise, and not by the Dominion Government, 
and by one company .. ." 
9. The intention was, in fact, amazingly clear 
and simple: the railway was to be built out of the 
proceeds of the lands through which it passed. 
British Columbia had already agreed to do its part in 
making land available and it was unthinkable that 
Ontario would hesitate to grant whatever areas might be 


required from the wilderness to the north of Lake 
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2| Superior. But the greatest prospect lay in the inter- 
3|| vening plains. The Macdonald Gevernment had recovered 
4| from its embarrassment and chagrin on finding that the 

5| British Government had no intention of financing the 

6] purchase of Rupert's Land from the Hudson's Bay Company 
7| and had, with some reluctance, paid the stipulated 

8] price. The untimely and wholly unexpected necessity of 
9| extending a measure of self-government to a part of 

10| the newly-acquired territories led to the creation of 


11] the Province of Manitoba and to the decision, taken with 


12| no apparent degree of critical evaluation, to establish 
13) 4t as a province inferior in status to those already 

14] in existence. 

31) 20. The point in questim was the control of 

i6| crown lands. Section 109 of the British North America 


17|| Act, 1867, had declared: 


18, "All lands, mines, minerals, and royalties 

1) belonging to the several provinces of 

20 Canada, Nova Scotia, and New Brunswick at | 
21 the Union, and all sums then due or payable | 
22 for such lands, mines, minerals, or royal- : 
23 ties, shall belong to the several provinces | 
24 of Ontario, Quebec, Nova Scotia, and New 

25 | Brunswick in which the same are situate or 

26 arise, subject to any trusts existing in 

27 respect thereof, and to any interest other 

28 kas that of the province in the same." 


29|| The demands for provincial status put forward by the 


30|| Red River colonists were accompanied by lists of 
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conditions or rights. "There can be no doubt," says 
Professor Martin, (Morton, A.S., and Chester Martin, 
History of Prairie Settlement and ‘Dominion Lands' 
Policy (Toronto, 1938), Part II, page 468) "that 
local control of public lands was one of the immediate 
demands not only of the French Metis at Red River but 
of every interest there, English-speaking and French, 
in every 'list of rights' which appeared during the 
Red River troubles of 1869-1870." 
Li. In spite of these facts the Hanitoba bill 
as introduced and passed provided for retention of 
crown lands in the proposed province by the Dominion 
Government. Supporting the measure in debate, 
Honourable Sir George E. Cartier said (Dominion of 
Canada, Parliamentary Debates, Third Session, 1870, 
Volume I (Ottawa, Ottawa Times Printing and Publishing 
Co., 1870), May 2, 1870, page 1299): 

"Tt must be in the contemplation of the 

members of the House that these (lands) 

could be used for the construction of the 

British Pacific Railway from the east 

to the west..." 
The Prime Minister, Honourable Sir John A,Macdonald, 
said (Ibid., page 1309, Italics added) that it was 
worthy of attention how carefully the interest of 
the Dominion had been looked to in the reservation of 
all lands for all purposes. 

"They (the residents of the Red 


River colony) wished Rupert's Land made 
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1 
2 into one province," 


3| he told the House, 


~ "and to have all the land within the 

ny) boundary as in other provinces. . . 

6 (but) the land could not be handed over 

7 to them, as it was of the greatest im- 

8 portance to the Dominion to have pos- 

9 session of it, for the Pacific Rallway 

0] must be built by means of the land 

i through which it had to pass." 

2 12 The Manitoba Act (Statutes of Canada, 


13 33 Vic, ¢. 3, 8. 30) provided’ that -- 


15214 


14 "All ungranted or waste lands in the 

15 province shall be .. . vested in the 

i Crown, and administered by the Govern- 

17 ment of Canada for the purposes of the 

18] Dominlon. sa 

19 THE CHAIRMAN: The emphasis, I suppose, 
20 is yours? 

21 MR. CARTER: I do not think there is 
22 any emphasis in the quotation from the Statute, 

23 Mr. Chairman. 

24 THE CHAIRMAN; In his speech. 

25 | THE WITNESS: yes, I was emphasizing the 
26 underlined portion, yes. I do not know how Sir 
27 John -- what inflection he put on it, of course. 


I am sure it was a rolling period, though, sir. 


not underlined? 


| 

7 

| THE CHAIRMAN: But in Hansard it is 
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THE WITNESS: No, and we have, I think, 
indicated that the italics have been added -- footnote 
5 inaicates that, 

Indicating that this provision carried impli- 
cations for the nation and the concept of national unity 
far beyond those apparent on the surface, Professor 
Martin remarks (Morton and Martin, History of Prairie 
Settlement and 'Dominion Lands! Policy, page 469): 

", . « the doubtful validity of this historic 

enactment was repaired by the Imperial B.N.A. 

Act of 1871, confirming the Manitoba Act 

'for all purposes whatsoever,'!" 
13% The natural resources lying beyond the 
boundaries of the new province of Manit@®a constituted 
Dominion lands, without any special enactment, for 
the whole of the "Northwestern Territory" was transferred 
to the Dominion Government in 1870 alongwith Rupert's 
Land. The fundamental significance of the acquisition 
of the massive western territories by the Dominion and 
the determinatio of the Dominion Government to retain 
and utilize them for national purposes are succinctly 
expressed in the following paragraph by Professor 
Martin (Ibid., page 223): 

"In truth the transfer of 1870 marked a 

revolution not only in administration 

and land policy, but in the very natureof 

the Canadian federation. It transformed 

the original Dominion from a federation of 


equal provinces each by a fundamental 
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section (109 of the British North America 

Act of 1867) vested with the control of 

its own lands, into a veritable empire in 

its own right, with a domain of public 

lands five times the area of the original 

Dominion, under direct federal administra- 

tion. For the new province of Manitoba 

as well as for the Northwest Territories 

‘all ungranted or waste lands' were by 

statute to be ‘administered by the Pee ph 

ment of Canada for the purposes of the 

Dominion, '" 
14; When the Provinces of Saskatchewan and 
Alberta were created in 1905 the Dominion Government 
extended what might be described as Manitoba status 
to them, retaining their crown lands for national 
purposes. 
Be § The retention of the public lands in 
Manitoba and the Northwest Territories gave the Dominion 
Government a free hand in their disposal. It was taken 
for granted that the lands would build the Pacific 
railway and that they would accordingly have to be 
utilized at least partially toward this end. American 
example suggested a direct land grant to the railway 
company asone appropriate usage; and land sales ought 
to yield revenues for cash subsidies. However, 
American example dating from 1862 had also set the 


pattern for the free-homestead system. Keen inter- 


— national competition for immigrants in the surplus- 
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a population areas of Western Europe and the British Isles 
3 rendered it essential that Canada match the apparent 


4 generosity of the United States by offering free land 


| 
| 
5 to prospective settlers. Canada introduced the 
6 homestead principle early in the eighteen-seventies | 
7 but its marginal position in the land policy of the 
8 Dominion Government is made clear in the fact that 
9 regulations at first excluded homestead grants from 
10 the "railway belt", in which all land was to be avail- 
41 able for granting to the railway or for sale by the 
12 Government. (Ibid., pages 394 et seq. ) The rail- 
13 way belt was originally defined in 1872 as a strip of 
14 land extending 20 miles on either side of the Pacific 
15 railway; in 1879 this was narrowed to 5 miles on 
16) either side. | 
| 16% | Homestead features gradually became more 
18| prominent in Dominion land policy. This was parti- 
19 cularly noticeable in 1882 when it was provided that 
20 even-numbered sections in as well as out of the | 
21 railway belt were to be available for homsetead | 
22 entry: The principle and practice of making free- | 
23 grants of land for settlement purposes did not, | 
24 | however, find complete acceptance in Canada until | 
25 after the turn of the century. The railway land- 
26 grant system had been brought to an end in 1894 
27 but it was not until twelve or fourteen years later 
28 that Canadian railways had, under pressure, finally 
29 been induced to select all of the acreage which they 


30 had earned by the construction ¢ track mileage. In 
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2| general terms the areas left unalienated by 1908 were 
3 those in which the railways had declined to locate land 


4 because of its inferior climatic, topographic or 


5 textural characteristics. In these residual areas, 
6 where the land was so clearly valueless, there was no 


7| apparent reason why the free-homestead method of aliena- 
8 tion should not be fully applied. 


9| 17. Although many of the features of national 


11 grant system, were derived from American experience, 


12) one feature was not. That was the condition intro- 


13 duced into the many and otherwise varied agreements 


14 for granting land to Canadian railways permitting 
15; them to "hand pick" the acreage to which their con- 
16 struction entitled them and to reject any which they 
regarded as below a specified quality. This meant, 


of course, that a railway company could decline to 


10| land policy in Canada, including the railway land- 
19 accept any or all land in any designated railway 


20| belt; and provision had consequently to be made for 
| 


21) “indemnity selection". 
22) Le, The quality proviso appeared in Canadian 
23 railway land-grant agreements as early as 1872 when 


24 the charter granted to Sir Hugh Allan's Canadian 


25 Pacific Railway Company extended the offer of a cash 


26 subsidy and a land grant to assist in the construction 
2¢ of the Pacific railway. The charter stated that 
28 "the Company shall not be bound to receive any lands 


29 which are not of the fair average quality of the 


30) land in the sections of the country best adapted for 
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2| settlement .. ." (For the terms of the Charter 

3] see Canada, Sessional Papers, 1873, No. 13, pages 15-28; 
4|| for 1and-grant provisions see ibid., pages 19-20. ) 

5| This charter was, of course, never acted on for the 

6| Company failed to secure support and did not survive 

7| the "Pacific Scandal." The principle of a quality 

8| guarantee for railway land grants nevertheless 


9| persisted. 
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Loy The basic subsidy awarded to the Canadian 


Pacific Railway Company incorporated in 1881 was 


$25,000,000 and 25,000,000 acres of land, The utmost 
care was taken in the terms of the contract (For the 
terms of the contract with the Canadian Pacific mare 
Syndicate see Statutes of Canada, 44 Vic. ¢c.1, assented 
to February 15, 1881, An Act respecting the Canadian 
Pacific Railway. This statute ratified the contract 
between the Dominion Government and the group which, 
under the contract, secured incorporation as the 
Canadian Pacific Railway Company. The contract 
constitutes a schedule appended to the Act while the 
terms of the charter of incorporation form, in turn, 
Schedule A appended to the contract.) to assure that th 
land should be of good quality. The grant was to be 
selected from the uneven numbered sections in a railway 
belt twenty-four miles deep on either side of the 
railway line from Winnipeg to Jasper House. But in 
this belt, the contract provided, "should any of such 
sections consist in a material degree of land not 
fairly fit for settlement, the Company shall not be 
obliged to receive them as part of such grant;..%..' 
This provison might, however, create a deficiency in th 
grant and this the contract) dealt with in the 
following words (section 11): 
" ,ethe deficiency thereby 
caused and any further deciciency 


which may arise from the insufficient 


quantity of land along the said portion 
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as 


of railway, to complete the said 25,000,000 
acres, or from the prevalence of lakes 
and water stretches in the sections granted | 
(which lakes and water stretches shall not | 
| 
be computed in the acreage of such sections), | 
shall be made up from other portions in the 
tract known as the fertile belt, that is 
to say, the land lying between parallels 49 
and 57 degress of north latitude, or 
elsewhere at the option of the dusty by 
the grant therein of similar alternate 
sections extending back 24 miles deep on 
each side of any branch line or lines of 
railway to be located by the Company.....; 
or of any common front line or lines agreed 
upon between the Government and the 
Company, =- the conditions hereinbefore 
stated as to lands not fairly fit for 
settlement to be applicable to such 
additional grants. And the Company may with 
the consent of the Government, select in 
the Northwest Territories any tract or 
Pima th of land not taken up as a means of 
supplying — partially supplying such 
deficiency. But such grants shall be 
made only from lands remaining vested in 
the Government." 
20, Section 10 of the contract granted the 


additional lands required for the road-bed of the main 


eeuhi to sone leverg eid cioxt b. Le) , 8o%r98 Mf 
\ ‘Hetaéig. anoltossa eft wk sarloviay 2 rodsw bee 
Jon Pilacdts eetoderte tsiew bap seaisl soni) o 


yl enoklose cisuz to eg#etas edd al hotshot! OR oa). 


? ; 
‘| 9% at ecotisoq tadte woext ay shsm ed ieee 
jac? fed softies? odt 2s nwo Yoend oe 


ef afeliorwsg nabwied auaivyl bast sd syed’ 6g ve 


fi ; pehions : lokvooee 
” 
Si fonsed wns » Sbfe dass 
ess ; Y } 5 rey fees: 


aot 
2 
, 

4. ; 

= 
¢ 

: 

4 

= 
_ 

$ 


} Present ay iv noowed soem 
TH 8 Of fii ua sch O 
o_o af 
. ‘ 
ISLS 3 ‘ IS! OW & bsiave 


“> fee ig m ' ar ‘ ~~ oe 4 a . _ @ 
as2u yen yet de bok ede, Laren a 


Sous gatylacus wi lsttese x oer har Lal 
| “S189 TO gett inal a 


‘ 
ny 


od ifsde.atosera dope 
RE Dedzov gainlenes ebasl mot? Vln: ii 
é ” 


rene 
9 sie betnany Josutrion sg aie 
te bed-bsod outs “saat 


io 3 J ot 


eee, | Mepeegecl ner 15222 
(Carter ) 


2|| line and for stations, station grounds, workshops, docks 
3| and water frontage, buildings, yards "and other 


4|| appurtenances required for the convenient and effectual 


5| construction and working of the railway, in so far as 

6| such land shall be vested in the Government." Section 
7| 14 provided lands for branch lines on a similar basis. 

Bi 62t, The generous measure of tax exemption 


accorded the Canadian Pacific Railway Company applied 
with unequal incidence in different parts of Canada. 
It remains to the present time as a symbol of inferior 
status imposed upon the prairie provinces in the national 
interest. Section 16 of the contract provided that: 
"The Canadian Pacific Railway, and 
all stations and station grounds, workshops, 
buildings, yards and other property, 
rolling stock and appurtenances required and 
used for the construction and working thereof 
and the capital stock of the Company, shall 
be for ever free from taxation by the 
Dominion, or by any province hereafter to 
be established, or by any municipal 
corporation therein; and the lands of 
the Company, in the Northwest Territories, 
until they are either sold or occupied, 
shall also be free from such taxation 
for 20 years after the grant thereof 
from the Crows." 
THE CHAIRMAN; That is the main line. 


THE WITNESS: That was the main line, yes, 
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1 | 
D the 490 odd miles. 
3 22, Although the original intention was that 


4| land grants for the Canadian Pacific Railway should be 


made (as in the United States) in a continuous "belt" 


along and throughout the length of the railway line, 
this intention was soon abandoned. It was obvious 
that the railway, no matter what specific route was 
finally selected, would not pass through any appreciable 
acreage of land "fairly fit for settlement" in either 
Ontario or British Columbia, The principle of 
indemity selection accordingly excused the Canadian 
Pacific Railway Company from making selections in 
Grace provinces, Professor Hedges, who has studied 
the railway land-subsidy policy of the Dominion 
Government in some detail, comments on the implications 
of the provisions attached to the Canadian Pacific 
grant: (Hedges, J.B., The Federal Railway Land Subsidy 
Policy of Canada (Cambridge, Harvard University Press, 
1934), pp. 31-2). 
"Another significant provision of the 
Syndicate contract created an additional | 
problem in locating the 25,000,000 acres 
to which the Company was entitled. Lands 
were to be granted to the Company only in 
the region pomnlardy. known as the ‘fertile 
pelt", As the name implies, this section 
of Canada, extending from Winnipeg to 
Jasper House, was at the time regarded as 


the most attractive portion of the west, 
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29 contrast between the American and Canadian railway 


30|| land-grant systems: (Ibid., pp. 32-3). 


(Garter ) 
1 
2 For the 900 miles of railway to be built 
3 through this part of the prairie, the 
4 Company was to receive lands in alternate 
5 sections within twenty-four miles on each 
6 side of the railway, creating what was 
7 subsequently known as the forty-eight mile, 
8 or main line, belt. But over the lands of 
9 Ontario and British Columbia, the Dominion 
10 Government had no control. While it is 
11 true, that the latter province had in 1871 
12 transferred to the Dominion a twenty-mile 
13 belt on either side of a Pheific railway, 
14 the Canadian Pacific Syndicate had refured to 
15 accept this land as part of its subsidy. 
16 For constructing the railway through the 
17 thousand miles of Laurentian rocks and 
18 muskeg wastes, and across the rugged 
19 mountains of these two provinces, eueee te, 
20 the Canadian Pacific must also receive 
21 its reward in the 'fertile belt', This 
22 provision worked no hardship on the Company, 
23 as it was in reality an added guarantee 
24 of a good selection of land, but it did 
25 complicate the problem of locating a large 
26 grant already conditioned by the 'fit for 
27 settlement' requirement." 
28) 235 Professor Hedges also shows clearly the 
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30 number of acres for each completed mile of 


TORONTO, ONTARIO (darter) 
1 | 
2 "Any railway in the United States | 
3 would doubtless have welcomed a gift of 
4 the fertile lands of Illinois and Iowa in : 
P return for pushing a line across the Rockies, | 
6 but Congressional restrictions allowed no | 
, such privileges. Numerous as were the 
s legal loop-holes through which the wily 
9 American railway promoter might make his 

10 way to greater profits, he found that in 

4 this one respect the law could not be 

12 easily circumvented, The subsidies in the 

13 United States, providing as they did for 

14 atipulated amounts of land per mile alon- 

15 the entire length of the line, carried no 

16 guarantee as to the quality of the land. 

7 All American land grant roads received 

18 certain undesirable lands, while the 

19 transcontinental lines found themselves in 

20 possession of vast areas, either totally 

91 worthless or valuable only for grazing 

92 purposes, The Canadian Pacific, in 

23 attempting to avoid the acquisition of 

oA lands of such low quality, thrust upon 

95 the Dominion Government a heavy burden of é 

26 responsibility. It was soon to become 

97 evident that the administration of the 

28 | Canadian Pacific grant was not the simple 

99 | matter of conceding automatically a certain 
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rails, as had been true in the United 
States, but the more difficult one of 
finding 25,000,000 acres of land, part of 
it along the railway, part of it elsewhere 
in the ‘fertile belt,' but all of it 
measuring up to the Compahy's standard of 
land ‘fairly fit for settlement,'" 
eu, The net resp} of the contract provisions 
was that the entire acreage granted for the construction 
of the Pacific railway (with the exception of some 
1,300 acres in British Columbia) was located in the 
Province of Manitoba and in parts of the Northwest 
Territories now comprised within the provinces of | 
Saskatchewan and Alberta. As Professor Martin says, 
"The temptation to spare provincial lands and to 
exploit 'Dominion lands' proved irresistible; with 
costly results that have fallen in glaring disproportion 
upon the prairie provinces." (Morton and Martin, 
History of Prairie Settlement and "Dominion Lands" 
Policy, p. 269.). In 1883, Hon. Sir Charles Tupper, 
then Minister of Railways said frankly: )As cited Ibid, 
p. 470). 
"The interest: of this country demand 
that the Canadian Pacific Railway should 
be made a success.....-.-Are the interests 
of Manitoba and the Northwest to be 
sacrificed to the interests of Canada? 


I say, if it is necessary, yes." 
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| 
25. The Canadian Pacific Railway Company | 


exercised its privileges of selection with the utmost 
care, Professor Hedges described the approach of the 
Company to the acquisition of lands as being marked 
by "vigilance", “alterness", and "persistent and 
vigorous attention", and as the counterpart of "an 
apparently aggressive policy for the protection of its 
(the Company's) interests" (Hedges, J.B. op. cit., pp. 
34-5) "....in actual practice the Company," says 
Professor Hedges, "in searching for lands 'fairly fit 
for settlement,' went far afield and syeubanizy found 
itself with millions of acres far removed from either 
main or branch lines, with grants to other companies 
frequently intervening between these reserves and the 
Company right-of-way." (Tbid,, p. 34). 

26. Something of the deliverateness with which 
the Canadian Pacific Railway Company selected its lands 
is indicated by the fact that "not until twenty-two 
years after the contract became law, and seventeen 
years after the completion of the railway, was the 
last acre finally set aside for the Company." (Ibid., 
ps. 35), Maps showing the areas in which selections 
were made indicate a clear preference for the park 
belt and a careful avoidance of the semi-arid, short- 
grass plains of the third prairie steppe, from Moose 
Jaw to the foothills of the Rockies, The main-line 
belt yielded approximately 5 1/4 million acres and 
four wide-ranging reserves - the First and Second 


Northern Reserves, the Southern Reserve and the Lats 
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Dauphin Lands - provided an additional 9,650,000 
acres (after the Company had relinquished 6,793,000 
acres from the First Northern Reserve in settlement of 
the balance of a debt owing to the Dominion Government 
amount to $9,880,912 with interest). The balance of 
the original grant of 25,000,000 acres amounting to 
approximately 3,300,000 acres was closed out in 1903 
by the acceptance of a block of approximately 3,000,000 
acres for an irrigation development in southern 
Alberta and. by comparatively minor selections elsewhere, 
sr eee Year 5 ak 
2is In total then, the grants were derived 
exclusively from the prairie provinces and without 
regard for proportionality among them, Professor 
Martin summarizes the provincial contributions to 
the main-line grant of the Canadian Pacific Railway 
Company as follows: (Morton and Martin, History of 
_ Prairie settlement and "Dominion Lands" Policy, p. 270.) 
"While the main line mileage, 
therefore, has been over 652 miles in 
Ontario, nearly 208 in Manitoba, a little 
over 419 miles in Saskatchewan, nearly 
336 in Albert, and 268 in British Columbia, 
the land grant thus ‘earned® by the railway 
has been selected, 2,183,084 acres in 
Manitoba, 6,216,784 acres within the 
‘7 present boundaries of Saskatchewan, (over 
6,128,000 acres before the creation of 


the province in 1905), and 9,805,446 acres 
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within the present boundaries of Alberta 
(over 8,217,400 acres before the creation 
of the province), The balance of the | 
'main line' grant - some 6,793,014 acres - 
was surrendered in 1886 to retire | 
$9,880,912 (with interest) of the government 
loan for the construction of the line," 
23. The Canadian Pacific Railway Company was 
not the only group to be given lands by way of material 
assistance toward railway construction, Between the 
parliamentary approval of the charter of Canadian 
Pacific in 1881 and the termination of the railway land- 
grant system in 1894 a number of "colonization 
railways" were incorporated and were given grants of 
land in Manitoba and the Northwest Territories, The 
grants embodied the "fairly fit for settlement" proviso 
and its counterpart, indemnity ee ee Professor 
Martin summarizes the distribution of Canadian railway 
land grants, including that of the Canadian Pacific 
Railway Company: (Ibid., pp. 270-1.) 

"not only was the acreage 'earned? 
on mileage in Ontario and British Columbia 
selected, as we have seen, in the prairie 
provinces, but the tendency to follow the 
line of least resistance, to select grants 
in the territories where no provincial 
criticism was as yet to be encountered, 
had results which have accumulated 


disproportionately in the two provinces most 
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»’ pecently organized, Out of 3,630 miles 
of railways Rgteived by more than 
31,780,000 acres of western lands, less 
than 886 miles, or about 24 per cent, 
were located in Saskatchewan, while more 
than 15,193,000 acres or nearly half the 
land grants were selected from that 
province. No fewer than six land grant 
railways with no mileage whatever in 
Saskatchewan selected from that province 
over 1,330,000 acres of their land grants, 
Alberta, which secured 805 miles or over 
22 per cent of the land grant railways 
was found to have contributed 13,035,572 
acres or over 41 per cent of the land grants," 

29. The remnants of the crown lands in the 

prairie provinces were transferred to the respective 

provinces in 1930, Negotiations looking to the 
solution of the ‘natural resources question" were long 
and controversial and the eventual settlement rested 
on “horse-back" estimates and complicated compromise. 

These points are without significance in the present 

contest as far as the Province of Saskatchewan is 

concerned except for one important detail: the 
claims of Saskatchewan and Alberta for compensation 
for lands alienated before provincial organization in 

1905 were rejected by the Supreme Court of Canada and 

the Judicial Committee of the Privy Council. The 


great bulk of all railway land grants had been selected 
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before 1905. Professor Martin's figures (quoted above) 
indicate that more than 98 per cent of the land 

secured by the Canadian Pacific Railway Company in 

what is now Saskatchewan territory had been selected 
before the province was formed, The alienation of 

such lands by the Dominion Government before 

September 1, 1905 formed no part of the calculation of 


compensation due to the province for natural resources, 


National Policies and the Direction of Canadian trade, 
30. It is often said that Canada's east-west 
rail and communication systems, and the resultant east- 
west commercial system,are unnatural and in defiance 

of geography. It is frequently stated, and much 
more frequently implied, that, were it not for national 
policies, the lines of trade, and the railways, would 
run north and south between contiguous Canadian and 
American regions. 

a ae Such extreme statements are, of course, 
incorrect, Geographic areas, like individuals, find 
trade between each other advantageous in proportion 

to their dissimilarities rather than their similarities, 
Canadian and American regions which are contiguous on 

a north-south axis and which are separated by an 
imaginary line have little to distinguish them from each 
other and little to prompt them to trade. Maritime 
Ganadian regions lie to the north of American maritime 
regions; the Canadian industrial region, to the north 
of the American; and the Canadian central plain is but 


the northern extension of the continental central plain. 
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32. Dissimilarities which induce trade in 

North America are, therefore, much more readily 

observed between areas east and west Shan between 

areas north and south, To illustrate with particular 

reference to Saskatchewan, even without a system of 

tariff protection and without a great deal of 

artificially located railway mileage, the trade of the 

province would still be primarily with eastern Canada 

and eastern and middle western areas of the United 

States, with the western coastal regions of Canada 

andthe United States, and with Europe and Asia, 

336 Nevertheless, the deliberate and persistent 

purpose embodied in national policies was the 

distortion of the normal channels of Canadian-American 

trade, This distortion was held to be necessary in 

the national interest, As such, it is not the purpose 

of this analysis to question it. It is necessary, 

however, to call attention to the resultant burden 

upon the Canadian economy and upon particular segments 

of that economy. The burden can be traced in terms 

of artificially located railway mileage and in the 

prevention of Canadian access to the most favourable 

of industrial markets, 

34. The construction of the Pacific railway 

to the north of the Great Lakes was dictated by national 

policies and can be justified as in the national 

interest, The costliness of the construction through 

those regions accounts to a considerable extent 


for the fixed charges of Canadian railways and thus 


ay 


aa - ightbess sion! doine oto TOTS: ; it 


1 
mead sd send deck Buk tess Reweh oe 


<8 Emon se4 djtw s#avteplrt of .eiuoe | 


Yo metaya 2, tuodi tw, neve * cheala 3 costes 


5 thoddiw Bab whndantiny ii 
aasiim yawtias begssol wctnamnest | 


a) 
= cm PoP ce 
) BHBUSD mrediss ddiw vilcadietq od LLB 6 binew somtvony je 
Oy, as 
aeoys mptaew eibbie bas cretags oom 
, = Bi P. 


‘sox fevesoo orojsen sit atin: aoa je ~~? 
a 


en? To shed 


mona @iw fom ostedg posta arb be 


oso lseitevey i ils te 


at pebbodiee asoguyg,  f 
hall YL 


ait to moterotesh | 
Protelh elf ,ebs a an a 
vearatal isoe ivan bill 


J elogisas edd 


enogy eT srid 


tod te fae ot isved on 


ad 1 Ne 


{FO Me 2S CARO Ras] ety "tmaw 


St erasinee 
eyted ai -Desexd Hebd off | Duh wid no 


edt at bane canelin yawitas beteoes eilenoetesg to 


«ase 
; j ¥. yi, a 
Ofdarsevs? teon . j 7 869508 ast er te eottnovend | 


aa . 


Yeut lox re eel? to payemc: 
fenotien st mt pe a pecittagt, of ‘ 
— Hod crag are 9 ant to sven 
- tnedxe ‘otdexobteave & 09 


ANGUS, STONEHOUSE & CO. LTD. Britnell, dir. 15233 
TORONTO, ONTARIO (Carter ) 


enters into railway rate calculations for the 
Canadian economy. The hundreds of miles of Shield 
bridged by the Pacific railway remain relatively 
unremunerative in terms of traffic and thus not only 
the fixed charges but also part of the operating 
costs of the region fall upon traffic which originates 
or is destined elsewhere, 

356 The construction of additional Canadian 
transcontinental lines after 1900 was not among the 
initial or indispensable national policies. Indeed, 
few policies have more generally been judged in 
retrospect to have been ill-advised, Nevertheless, 
the policy which after 1903 added two additional lines 
through the Canadian Shield as well as to the Pacific 
coast was a policy of the national government, If 
traffic over the Shield and originating in the Shield 
was inadequate for one railway, it could scarcely be 
adequate for three, even with the traffic from new 
areas which the added railways opened UPe 

36. Control over the timing and location of 
Canadian railway construction has been among the most 
fundamental tasks of policy formation undertaken 

by the Dominion Government, . The main lines of the 
Canadian railway system were located in the national 
interest and with little regard to questions of 
economical construction or operation. The burdens 
of transportation facilities have thereby been 
immensely enhanced in the interest of economic and 


political unity. It is of particular importance 
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1 
2 that these increased burdens should not bear 
2 disproportionately upon the various segments of the 
4 Canadian economy. 
5 Bie The burdens of the Canadian transportation 
6 structure, which have been enhanced by national 
Y| policies, are not apportioned equally among Canadian 
8 geographic regions. The intensiveness of water and 
9 truck competition accounts for lower rail rates in 
10 the central provinces and the competition of ocean 
11 carriers effectively controls those to the Pacific 
12 coast. In the interest of maintaining railway 
13 earnings, the rates to and in the prairie provinces 
14 arekept unduly high and are not restrained by any 
15 ac equate measure of truck or water competition. 
16 
7 
is 
19 
20 
21 
22 
23 
24 
25 
26 


eB. 33 


r 
Pa 


are a. 
nk oF coy in oN _ - 
A : iS ft med — hivode 8 e ‘ here ‘bees ba  f- . 


ay 


: ae ast 1: cdremabe ao basy sad moqu “ies 
ey ae ; 


Ties - 
[ 


i ~~} 
; : 4 
liédtoqenes naslb4ea39 sag to baht oct - 
. mile 
Istotitsa ¥d bsonsdas need’ ay Stl Hanae ont ot 


‘a8 tbs itso ymons Yilavups benok’xoqgqsa | tow "sts ae 
f 
as to/sw to #esnev lenses sap ano tgot hiqen: a 
: he “ 


YoY atttubses /mok Ftd eqns: tows 


A i oa. 
fod eit feta aontvorg wa 


sforiues VIevitpe tte aveluamb 


=} 
ue x 


eite-ad 


bas od potas ord Sankarhe.. 


tom as Bie sted yiubas qe oe” 


j 
f 


Oo Hoa? Yo sivseam, staupe bs 


ANGUS, STONEHOUSE & CO. LTD. Britnell, air, L5235 
TORONTO, ONTARIO (Carter ) 


| 

| 

| 

The National Policy of Protective Tariffs, | 

38. Policies of the Dominion Government | 
| 


cuncerning railways have always been inseparable 

from those embodying the principle of commercial 
protection. It is clear that Canadian rail lines 
between central Canada, on the one hand, and the 
Maritimes and the west, on the other, provided only 
the opportunity for the movement of goods over these 
routes, The railways did not in themselves make it 
certain that manufacturing facilities should develop 
in central Canada to supply the outlying regions. 
Without protective measures of some sort, Canadian 
manufacturers would secure and hold the markets 

of the outlying regions only if they could deliver 
goods in competition with the highly efficient mass- 
production industries of the eastern and middle- 
western United States. This the industrialists 

of central Canada alleged they could not do, 

Whether they could have done so or not has never 

been put to the test. A policy of tariff protection 
was instituted in Canada before there were any | 
significant outlying markets to supply, and, indeed, | 
pefore there was any great body of industry to 
supply them. This policy has been maintained without © 
serious modification to the present day. 

39. The protective policy of the Dominion 
Government was enacted in 1879. The tariff policy 

of the province of Canada before Confederation, 


however, clearly foreshadowed the protective principle 
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Fs In the Cayley-Galt tariffs of 1858 and 1859 the import 

3 rates of duty were considerably increased, In the 
budget of 1859 the customs rate on the general list 

5 of items was placed at 20 per cent ad valorem, While | 
6 an increase in rates was clearly compatible with the 

, letter of the reciprocity agreement then in effect 

8 with the United States, it was regarded in American 

9 circles as a breach of the spirit of that agreement, 

10 This view had lasting adverse significance for 

1 Canadian-American tariff negotiations. 

Oo, Galt justified the tariff increases of 

13 1859 on the basis of the costs and benefits of 

a transportation improvements undertaken by the 

is government, His reasoning provides a clear ANG a WEly 

16 statement of the principle of the interdependente of 

W tariffs and transportation facilities in Canada, 


The construction of canals and railways in new countries 
such as Canada, he argued, was extremely costly to 
government but was, at the same time, of great benefit 
to producers and consumers, Such improvements 

raised the net returns of export producers and lowered 
the cost of imports to consumers, The imposition of 
tariffs, GRaweROne +3 was but a reasonable method by 

means of which th: “Yovernnent might recoup a part of 
We developmental outlay, At a later date, Galt 
described the policy represented by the tariff 

changes of 1859 as one of "incidental protection", 

a policy of tariffs primarily for revenue but “affording 


at the same time an incidental amount of protection" to 
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domestic manufacturers, 


Al, The developmental burdens which had been 
asecumed by the provineial governments before 


Confederation were small in comparison with those which 


were to be accumulated over the decades by the 

federal government, The federal government constructed 
substantial sections of the Canadian railway network, 
such as the Intercolonial and the National Trans- 
continental, at its own expense. It subsidized the 
remainder of the railway mileage in various ways, 

either by land grants, cash subsidies, tax exemption 

or the guarantee of railway securities. Governmental 
assistance to Canadian railway construction is so 
all-pervasive that no substantial part of the Canadian 
railway structure can properly be regarded as a free- 
enterprise response to the prospects offered by 2 
freely-operating price economy. 

he, If the provincial tariff of 1859 was 
designed primarily for revenue purposes, with 

incidental protection, the Dominion tariffs enacted 

in 1879 and subsequent years were designed primarily | 
for protection, with incidental revenue. This 
change of emphasis was essential to the national 
purpose, Construction of a Pacific railway would 

make possible the economic development of the west, 
Protective tariffs would foster interprovincial 

trade in place of international trade. Canadian 
manufacturers would be assured as fully as possible 


of exclusive rights to the total Canadian market, 
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Together, railways and tariffs would integrate the 
expanding area of economic activity. Tariffs would 
ease the burden of transportation improvements by 
providing railway traffic and a more diversified 
economy as a source of tax revenues, 
43, Canadian political leaders widely 
separated in time and in party affiliations have 
expressed the philosophy of a closely integrated 
economy to be created by national policies, William 
MeGiverin, member for Lincoln, stated the objective 
clearly during the Confederation debates in 1865. He 
said in part: 
"What then may we not expect our 
great northwest to become? If we had 
it opened up, Canada would be the 
carriers of its produce, as the middle 
States are the carriers of the western 
States, and the manufacturers of its 
goods as the eastern States are now the 
manufacturers of the goods consumed by 
the west," 
(Parliamentary Debates on the subject of Confederation 
of the British North American Provinces, 3rd session, 
8th Provincial paxtandet of Canada (Quebec, 1865), 
p. 470.) * This statement does not specify railways 
or tariffs, or indeed any particular instrument 
for the development of the west, but it indicates 
with the greatest clarity the conolial role intended 


for the western territories at the time of 
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Confederation. 

Wy, Sir John A. Macdonald's interpretation 

of what he called a "National Policy" of protective 
tariffs was perhaps most fully outlined in the Session 
of 1878 while the Conservative party was still in 
Opposition. On March 7 of that year, as the House 
moved to go into a committee on the budget, Macdonald 
introduced the resolution that, 

"..ethis House is of the opinion 
that the welfare of Canada requires the 
adoption of a National Policy, which, by 
a judicious readjustment of the Tariff, 
will benefit and foster the agricultural, 
the mining, the manufacturing and other 
interests of the Dominion; ..." 

(Canada, House of Commons, Debates, 1878, p. 854). 

His arguments in support of the resolution 
included the development of resources, the maintenance 
of employment opportunities, the prevention of Canada 
continuing as a “slaughter market" for American 
merchandise and, finally, the stimulation of inter- 
provincial trade, He said: (Ibid., p. 861). 

"The resolution speaks not only 
of a reasonable readjustment of the 
tariff but of the ecnouragement and 
development of interprovincial trade. 

That is one of the great objects we 

should seek to attain, Formerly, we 


were a number of provinces which had very 
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little trade with each other, and very 

little connection......1 believe that, 

by a fair readjustment of the tariff, we 

can increase the various industries 

which we can interchange one with another, 

and make this union a union in interest, 

@ union in trade, and a union in feeling. 

We shall then grow up rapidly a good, 

steady and mature trade between the 

provinces, rendering us independent of | 
foreign trade, and not; as New Brunswick 
and Nova Scotia formerly did, look to the 

United States or to England for trade, 

but look to Ontario and Quebec, - sending 

their products west, and receiving the 

products of Quebec and Ontario in exchange. 

Thus the great pelicy, the National Policy, 

whieh we on this side are advocating, 

would be attained," 

I might add, Mr. Chairman, that Sir John 
went on to criticise what he called the jug-handle 
policy of the previous Liberal administration, and to 
say: “If we are to have rye whisky in any form it 
should come from our own corn,” 

45. Macdonald made the introduction of 
protective tariffs a major issue in the election 
campaign of 1878. Asked at Hamilton what protection 
he proposed to give he said, "I cannot tell what 


protection you require. But let each manufacturer 
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tell us what he wants, and we will try to give him 
what he needs." (As cited in Edward Porritt, Sixty 
Years of Protection in Canada, 1846-1912 (Winnipeg, 


1913), pe 260). The Conservative Mail of Toronto 


urged the electors in 1878 to get rie of the 


"starvationists", the Liberals, “and bring back a 


rich properity to Toronto and the Dominion at large," 


(The Mail, Toronto, September 19, 1878, as cited 
ibid,. pe 261). 

In fact, Mr. Chairman, the statement was 
not quite as tempered as "to get rid". The actual 
phrase was "stamp out" the starvationists. 

H6, Ti 1879, Sir Leonard Tilley as Minister 

of Finance introduced the tariff rates of the National 
Policy in the first budget of the newly elected 
parliament, In summing up the immense detail of the 
tariff changes he said: (Canada, House of Commons, 
Debates, 1879, p. 429). 

c " .eit does appear to me, Sir, 
that.....the time has arrived when we 
are to decide whether we will be simply 
hewers of wood and drawers of water; 
whether we will be simply agriculturists 
raising wheat, and lumbermen producing 
more lumber than we can use, or Great 
Britain and the United States will take 
from us at. remunerative prices; whether 
we Will confine our attention to the 


fisheries and certain other small 
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industries,.....or whether we will 
inaugurate a policy that will, by 
its provisions, say to the industries 
of the country, we will give you 
sufficient protection; we will give you 
a market for what you can produce; we 
will say that while our neighbours build 
up a Chinese wall, we will ‘enede 
reasonable duty on their products coming 
into this country; at all events, we 
Will maintain for our agricultural and 
other productions, largely, the market 
of our own Dominion," 
AT. For the first two decades under the 
national policy of protection the great bulk of 
Canadian activity was confined to the central and 
Maritime provinces. In framing the protective 
schedules of 1879 the goal has been, in Tilley's words, 
to find "the best means of reducing the volume of our 
imports from all parts of the world." Subsequent 
modiciations of the original rates were made in 
furtherance of this aim, By the turn of the century 
the scale of economic activity and the expansion 
of market prospects in the prairie provinces were 
of such magnitude that the reduction of imports 
into that area took on special significance. Toward 
this end the tariff structure required only to be 
maintained. This the Liberals under Sir Wilfred 


Laurier found it expedient to do despite campaign 
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pledges made during the eighteen-nineties. 


| 
| 
4g, ‘Sir Wilfred himself has left us the | 
clearest statement on record of the place occupied | 
by the prairie provinces within the national Peapewene 
of protection, Speaking to the Canadian Manufacturers | 
Association in Quebec City in 1905 he said: (As quoted 
in J. Castell Hopkins, Canadian Annual Review of 
Public Affairs, 1905 (Toronto, 1906), pp. 149-50.) 
"They (the settlers in western 

Canada) will require clothes, they will 

require furniture, they will require 

implements, they will require shoes - 

and I hope you can furnish them to them 

in Quebec - they will require everything 

thag man has to be supplied with, It is 

your amibition, it is my ambition also, 

that this scientific tariff of ours will 

make it possible that every shoe that has 

to be worn in those prairies shall be a 

Ganadian shoe; that every yard of cloth 

that can be marketed there shall be a 

yard of cloth produced in Canada; and 

SO OM ANd SO ORssesaes 


It might be an indication of the 


continuity of Canadian policy regardless of party. 


| 
| 
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2 49, It is not possible to measure the overall 

3 effect of tariff policy upon the growth and integration 
4 of the Canadian economy. Nor is that relevant to the 
5 present purposes. The Commission is concerned to 

6 discover if there are regional disabilities or in- 

7 equities associated with transportation services. 

8 The tariff is inseparably tied up with transportation 

9 policy in the development of the Dominion and the 

10 significance of the tariff varies as between regions 

11/ in canada. No attempt will be made to HOEY Poh a 

pr variation but its existence and nature can be clcarly 
13) established. 

14 okie In explaining the regional incidence of 

15| national tariffs it is important to recall, first, that 
16 they were introduced before there was any considerable 
17 economic development in the prairie region and, second, 
18 | that they remained relatively unchanged until as late 
19 as 1930. The effect of the imposition of a new 

20 duty or an increase in an old one is different from the 
21 effect of the continuance of an old one. An economy 
22 which develops within a tariff framework already 


23], established will differ from one which would develop 


24 under circumstances which are similar except for the 
25/ apsence of the tariff. | But the development 


= will, from its beginning, take cognizance of the 


27 effects of the tariff as nearly as such effects can 
28 be foreseen. Types and ranges of activity ruled 

29/| out by the tariff will never start, except in error. 
30 


2S! If the same tariff were to be imposed on an economy 
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already developed the resultant readjustment and alter- 
ation of equities might well be drastic in degree, 
Sl. The tariff schedules of Macdonald's National 
Policy, first enacted in 1879, were considerably in- 
creased over the period of the next nine years and 
were applied to a wider range of merchandise. From 
the end of that formative period until 1930 the tariff 
remained stable with only minor modifications associated 
chiefly with the introduction of British preference and 
with reductions in the rates on farm machinery and 
automobiles. 
pe A short-lived intensification of protection 
began with the adoption of the Dunning budget in 1930. 
It became more prominent as the essential counterpart 
of Right Honourable R. B. Bennett's inspiration that 
jobs could be created in Canada by excluding imports 
and by "blasting our way" into the markets of the 


world. The retreat from the economic futility of the 


tariff summit was accomplished soon after, however, by 
means of the Canada-United States Trade Agreements 
of 1935 and 1938 and the Canada-United Kingdom Agreement | 
Ol TAT On the outbreak of World War II, therefore, | 
the level of Canadian trade protection was back roughly | 
to that of the late nineteen-twenties. The removai 

of import duties on agricultural implements in 1944 

was the only tariff modification of any significance 
during the war years. Multilateral negotiations in which 


Canada participated took place in Geneva in 1947 and 


led to the General Agreement on Tariffs and Trade 
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(more commonly known as GATT). This was accompanied 
by contractual reductions on a variety of Canadian im- 
ports and further reductions emerged from negotiations 


at Torquay in 1951. Although detailed assessment 


War II is impossible, there is a good deal of evidence 


to suggest that the movement toward a relaxation of 


| 
| 
: 
of the overall result of tariff changes since World 
trade barriers on a wide front has made little progress 
since the early nineteen-fifties, that in Canada as in 
other countries the reductions in rates were more 
impressive in number than in practical effect and that, 
in general, the results of the negotiations at Geneva 
and Torquay were absorbed in averting increases rather 
than in achieving significant reductions in the level 
of trade barriers. (See,for example, the discussion 
in John H. Young, Canadian Commercial Policy, Royal 
Commission on Canada's Economic Prospects (Ottawa, | 
1957), chapter 5 and passin. ) 
Pe The prairie economy, therefore, grew up and | 
has continued to exist within a pre-established tariff 


framework. This framework shaped, limited and cur- 


tailed development within the prairie provinces. With 


the possible exception of the Red River Valley, however, 
where settlement was well established pefore 1880, 

4¢ cannot be said that the introduction of protective 
tariffs destroyed any equities already created by 
economic activity in the prairie region. Neverthe- 
less a differential regional incidence of the Canadian 


tariff can readily be demonstrated. 


= 
ao wy OR, Lan ia 

ee eS 
es Huotel x imommos 9% 


a 


- ab Jeatbanes oe ebier re 90 “eno oubon saute ‘tine 


£ sibyatsdatee mon bewsene ano2 sossbon somo? haa 


7 ode 
‘ieemeesaes béLiassp dation sth 1868 at vane 


7 _ 


bitoW sotite: segnedo Vitis? 6 diner fLarove ent * 


aonebiye Yo’ Lash Boos 8 at axsrid .*dtdaogmt sli bo 


i : 


to noltexsfer = ‘brewot dremevouw eé¢ tsn9 Jeoaaiie & 


*biw 5 AO ebteed ok 


a 
rT +) 
° 
i 
Pe | 
ee) 
Snap 
tL 
ks 
es 
@ 
G3 
g 
3 so 
4 
3 
~ 
= | 
is 


at @s sbhens!) ot dea7  aetti)t-nsesernia oe odd be fe 


t 
eiom sien Sotex a? Bnottaybac eng eatttaos nando 


<tSHT HAL Josette Ifoltosyg at and? veda - svtaabrgmt 


SVONSo 3J6 sHolselisoasn eAi to etivesa ene peo at 
; ; 


1Sjax ssessiont waleievs at boedsoads ¢ om “euproT bas 


fevel-antd alt anoki tybed ina skiingls onivetiioe at ‘Had * 


LsyoR ,yotiod Late yremed msibamed <Bauoy .f nisio | 


. SwBI IO) efosqaur® olaonosk a’ eben iO noteetanos 


-~ulsesq bis 2 nétdadte (reer 


Drie qu woe a <cIISO THIS .ywreness etek B1G ont iy ee 


Me 


a 4 tive? boreal Llos?s >. = 8 aidstiw teats +. oF) berjritanos aa” ‘ 


“Tu0 tis Devitt’ fhegqsde xrowamast igimiek wrOWs oe ‘AS 
“ - mont he 

aviv 6 ela isssi otrisrg ett nidvty: 9 gotover botaad 
[. Feveworl (LS¥ “ew bed seit To nat yj etitaaca sag + 


(OUSL Sroted berdbh tastes flew paw sie 
syvidosteng to no tionbertnt oity ty 5 ad i 
Nd bese. vhsente notstups one: Ba ors: at 
He TS ae ie aiscied > ae shee piudude 


“ a. 
. =o 1 i + oa 
ey 7 


Enka icp eeoue eee LIE: Britnell, dir 152 47 
(Carter ) 


54. Duties on imports into Canada have curtailed 
a wide range of industrial importations, particularly 
from the United States, and have replaced them with 
higher priced Canadian products. To the extent that 
this has happened -- that is, to the extent that the 
national policy of protection has been successful -- 
Canadian industry has expanded to a greater extent than 
it otherwise would have. At the same time, the costs 
of production and of living have been enhanced to a 
degree represented by a variable proportion a the 
amount of tariff protection, Since in the geographic 


nature of things the greatest industrial opportunities 


are concentrated in the central provinces, the expansion 


in industrial activity attributable to tariff pro- 
tection has taken place in the central provinces. 
Under conditions which have prevailed in the past the 


prairie provinces have had few industrial possibilities 


but great capacity for export production. The tariff, 


then, has provided no scope for western industrial expan- 


sion and has had the unmitigated effect of curtailing 
the expansion of export activity because of the pro- 
nounced increase in costs of production and of living 
to which it gives rise. 

BB. The differential regional effects of pro- 
tective tariffs in Canada are not to be sought in 
long-run inequalities in the returns to labour or 
capital, or in profit margins. To the extent that 
Canadian industrialists require protection against 


foreign competition, that protection is eaten up in 
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2) inefficiency and high costs rather than in high profits. 
3] If the full degree of protection which exists is not 
4) needed, domestic producers will nevertheless secure 
5| abnormal profits only if they exploit their protected 
6| position with the aid of effective monopoly. 
“| 56. The differential regional effects of pro- 
8| tective tariffs are to be found in property values. 
9) By fostering industry, Canadian tariffs have increased 
10) the value of properties best suited for industrial 
11| plants and for the housing of industrial labourers. 

| 


12] By raising production and living costs in the export 


13| areas, Canadian tariffs have restricted the expansion 
{4 of these areas and have to do that extent limited the 


15| pelative increase of their property values. This is 


16) of particuoar significance in the prairie provinces where 
production for export is of such overwhelming impor- 

is) tance and where property equities are so widely 

19| dterused among the resident population, 

20 | 57. It is clear, therefore, that the tariff has 

21] operated to provide a financial subsidy to the popula- 
22| tion of the areas of Canada in which it has stimulated 


23 industrial expansion, notably in the central provinces. 


a This fact is in no way controverted by the likelihood 


25| that the subsidy has been unequally apportioned among 
26| the various segments of the population within those 

27 | provinces. Wage earners as such have suffered rather 
28. than gained because of the tariff. But property owners 


| 
| 
| 
ig have achieved permanent and substantial gainns. Taxing 
| bodies at both the local and provincial levels in 
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the industrial region have secured an enlargement of 
their property and business assessment bases as a 
direct result of the tariff. 

58. It is not argued that the industrialization 
of Central Canada is solely due to the prctective 
tariff. The Central Provinces have great natural 
advantages over other parts of the Dominion for indus- 
trial activities. For certain types of industrial 
development these provinces possess exclusive possi- 
bilities. Nevertheless, regional specialization rests 
on acquired as well as natural advantages. Of two 
regions, the one with a prior start in industrial 
development may, because of that fact alone, have a 
permanent superiority over the other. For decades 
after the national policy of protection began to 
roster industrial development in the central provinces 
the prairie provinces were without industry to foster. 
The relative lack of industrialization hn the west 

is due in part to the impossibility of achieving com- 
petitive competence as against eastern industries long 
since P diiaded in tariff favour. 

59.6 The preceding paragraphs indicate the 
nature of the regional effects of a tariff which 

has long been maintained and to which the regional 
economies have become more or less completely 

adapted. As already pointed out, however, the 
effects of the imposition of a new tariff or of an 
increase in old tariff rates are of a different sort. 


This is of particular importance for the present 


nobtastiarecenont lt e408 ona soean 


svitostong odd ot oud ySton ek | | 18) ae 


fenuiten daong Sved eonsvoty fendaed aot mae he 
-aubat! to? sokntmoc 23 to eihieg xeHto teue | : 


4 


te 
us \ uy " 


i 


fetiwaubat. to seqys abedie9 20% “ssstanyen tate 


~tasog evieuloxe snanacg pdomtvong 9 “ts 
ateet foltastishoeqa Tnnotgen .seetedioven samtatata, 
ow? 20 .S9a8IneVbs Lenni rr) 1694 98 Bontypes ma 

Peprape ube s a}, trste rota 8 ctw oa st tear ” 
6 overt ete toe? diieit 0 caueoed «eon dnemgozeveh 


ae 
asbhsosbh 10% ~~ ,aSeito ona: mevo. Whotreqe bathe Je nia 
if ‘ 


ot. nga dt “dotdedzong 46 Yotiog Lenotien ao mooie | bs : 
please Lettres ent it tnsmgoleveD Latrteubat rodeo (th 

Tatao? oF ytsenu boos Jivorid tye ey ow evarlivorg sttbang: edd! 2 a 

Coow Sie om notiesh Deke semwherr ha dost evitals: edt let . : 


im. @ aa) 
“Moo antvetdos lo yttitdlaacqmt bid of sq ns eub an 


giro t. sebuten bat MoteRs tenkage ae sonodegunan mrtstven i . 
Moves Pera at tres 


- eat adantins arlgengetsg anibe 


NoLetw vhtved: & to atoatta [ 
Lanotyen add detdw o¢ bos port 
viedelquion eae. no arom 

ot nevewont «ao potatog 'y 
as 20 20 Liitad wat Bo. 


= 
| 
| 
' 
; 


iy 


.w0@ tnereTith ¢. Salts 
tmoeeng at OR 


ANGUS, STONEHOUSE & 66, L7p Britnell, dir 15250 
(Carter) 


analysis because, as pointed out above, Canadian tariff 
protection was drastically increased after 1929 in an 
attempt to cure unemployment and it is highly probable 
that the Dominion Government would not be averse to 
adopting similar measures again at the onset of serious 
economic distress. The added protection was 

secured in the nineteen-thirties by sharp increases 

in tariff rates, by increasing the number of specific 
rather than ad valorem rates in the schedules, and by 

a multiplication of protective administrative devices, 
The dubious efficacy of this method of attack upon 

the unemployment problem is no part of our present 
concern, The regional impact of the policy must, 
however, be recorded, 

60, In a study prepared for the Rowell-Sirois 
Commission in 1933 Professor Mackintosh -- now Principal 
Mackintosh of Queen's University -=- analysed in some 
detail the regional effects of the Canadian tariff 
changes in the nineteen-thirties. (Mackintosh, W.A., 


The Economic Background of Dominion-Provincial Relations, 


Appendix 3, Report of the Royal Commission on Dominion- 
Provincial Relations (Ottawa, 1939). pages 89-96.) | 
A summary of his findings will serve to present the matte! 
concisely. 

6l. Professor Mackintosh found that the tariff 
changes between 1929 and 1933 =-- the most substantial 
which had been made since the period 1879-87 -- were 


singularly effective in diverting purchases from 


imports to home production and that the products in 
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which the diversion from foreign to domestic production 


was the greatest were predominantly products of the 


central provinces. This was true with the exception of 


iron and steel, coal and petroleum products where other 
provinces, not including Saskatchewan, shared in the 
increased protection. Professor Mackintosh was 
unable to determine the degree to which Canadian prices 
of the protected products were increased as a result 
of the increased protection, The evidence suggested 
that in some cases domestic producers were able to 
maintain their prices at levels above duty-free prices 
by the full amount of the tariff. In other cases 
domestic producers were unable to sell their products 
at prices equal to the duty-free figure plus the full 
amount of the duty. That is, they had to sell them 
for something less. There were, however, very few 
cases in which tariff increases did not increase the 
margin between Canadian prices and duty-free prices 

to some degree. 

62. Professor Mackintosh was careful to point 
out that tariff changes were not responsible for the 
entire decline in the purchasing power of the products 
of Canadian export regions in the nineteen-thirties. 
The tariff increases aggravated but did not occasion 
the fall in purchasing power, and this by having 
"tempered the decreases in protected prices while the 
export prices were fully exposed." On this point 
Professor Mackintosh concluded (Ibid., page 96): 


"The fact of this aggravation (of the 
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1 

2 decline in the real income of Canadian export 

3 regions) is clear but its extent cannot be | 
4 accurately computed, The conclusion is 

5 inescapable that effective increases in 

6 the tariff to an unmeasured but sub- 

4 stantial extent, increased the economic 

8 pressure on the predominantly export 

9 regions of the country and indirectly con- 

10 tributed to the financial burdens of the 

rr provinces concerned, burdens which the 

12 Dominion has been forced, since 1930, 

13 to assume in part." 

14) 63. In addition to the increased burden result- 
is ing from tariff changes, the difficulties of western 
16 wheat producers in marketing the crops grown in the 
val years from 1929 to 1932 inclusive were undoubtedly 

2a aggravated by the "sound money" policy so vigorously 
om maintained by the Dominion Government during that 

a period. National policies may be designed either 

1 to mitigate the thrust of world-wide forces, such 4s 
92 the world-wide deflationary forces of the early 

23 nineteen-thirties, or to leave certain vulnerable 

A groups exposed to their full rigours. The disastrous 
25 impact of the "sound money" policy on the prairie 
5 wheat economy provided a further illustration of the 
27 fact that national policy invariably tends to 
28 reflect the centralization of power in eastern Canada. 
99 The prairie provinces know from experience that 


decisions on monetary policy which may from time to 
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2|| time be deemed advisable in the national interest will 
3 be implemented regardless of any possible inequality 

4 of regional incidence. 

Si 64, Trade treaties which modified the worst 

6 of the tariff increases in the middle thirties 

7 established preferential treatment for specific 


8 products in specific markets and thus in part offset 


9 the additional burdens imposed upon the export regions 

10 by increased industrial protection, This was true 

11 particularly for British Columbia as @ edcie at the 
42 British and American lumber preferences, and for 

13| New Brunswick and Nova Scotia with lumber and apple 

14 preferences respectively. The bacon preference 


i5| provided potential advantages to all agricultural 


i6| regions. As for the British wheat preference, 
17|| however, designed presumably to counteract in the 
if prairie provinces the ill effects of enhanced indus- 


19| trial protection, Professor Mackintosh remarked: 


20 "Though at times the preference on 
21 wheat may be helpful, it is difficult to 
22 discover any substantial advantage with 
23 exportable surpluses as large as Canada 
24 and Australia have had since 1932." 


25 Treaty preferences secured after 1932 therefore pro- 


26| vided no significant adjustment of the burden thrust 


27 on the prairie provinces by the earlier tariff increases. 
28 In Professor Mackintosh's words: 
29 "On the basis of changes in the tariff 


30. by legislation and treaty (after 1928) it is 
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clear that the net disadvantages of the 
prairie region have been greater than those 


of the other export regions." 
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1 
9 65, Professor Mackintosh concluded his analysis ! 
3 = the effects of the tariff changes of the 1930s with | 
4 the following paragraph: (Ibid.) | 
5 "Canada is a country of specialized ) 
6 exports and has a high degree of regional | 
5 specialization. It is characteristic 
8 of those exports (except gold, nickel, and 
9 probably, under more favourable atecabieaaae! 
10 newsprint) that, in periods of price 
il fluctuation, their prices are likely to 
12 experience extreme fluctuations, That is 
13 a basic fact of the Canadian PAE To 
14 the degree that the protective tariff is 
15 acs i.e, contains many prohibitive 
16 duties, thus isolating protected prices 
7 from world prices; in so far as it 
18 ' gontains many specific rates which remain 
19 rigid in the face of falling prices; to 
20 the extent that effective tariff rates 
a1 are sharply increased by administrative 
22 or legislative action in order to spare 
23 producers for the home market the shock 
24 of falling prices, or to increase their 
95 share of the home market, or both - it 
6 will, in the face of major price declines, 
27 exaggerate the distortions of the price 
28 structure and thrust disproportionate 
29 contractions of real income on specialized 
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30 export regions.......rnese conclusion 
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remain unaffected whether the protective 
tariff is considered for the economy as 
a whole as a desirable or an undesirable 


policy." 


| 
| 
| 
| 
| 
| 
| 
| 


66. When representatives of the prairie provinces! 


point out the unequal regional impact of the tariff 
structure it is commonly urged in reply that tariffs 
and railways are inseparable and involve complementary 
national policies and that the effects of the one 
eannot be analyzed apart from the other, Western 
development of any extent would obviously be impossible 
without railway facilities and, so it is argued, the 
tariff structure assures the east-west movement of 
goods which, in turn, serves as the paying traffic 

for the Canadian railway system. 

67.6 It can readily be granted that without the 
tariff the Canadian system of railways would be wholly 
uneconomical. It would be incorrect to assume, however, 
that the prairie provinces would be without adequate 
railway facilities had the Canadian trans-continentals 
and their feeder systems not been built. As pointed 
out in the province's submission on the Crow's Nest 
Pass Agreement and Grain Rates, one of the chief 
concerns of the early railway policy of the 

dominion government was the exclusion of American 
railways from Canadian territory to the west of the 
Great Lakes. The managements of the Northern Pacific 
and Great Northern railways stubbornly persisted, from 


the eighteen-sixties until the end of the century, in 
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their attempts to build into the Canadian territory both 

on the plains and in the mountains, Their aim was to 

draw the whole western Canadian region into their 


commercial and general economic orbit, National 


preventing this absorption. As far as the western 
provinces are concerned, therefore, Canadian railways 
are to be regarded as expensive alternatives to American 
railways rather than as alternatives to no railways at 
all. 

68, Ganadian tariffs have denied to the 
residents of the prairie provinces the advantages of 
buying in the low-cost, mass-production industrial 
areas of the United States, Canadian tariffs have 
forced them to buy the more expensive Canadian 
manufactured goods and to pay the freight on what is in 
many cases a longer haul over Canadian railway lines 
from the Canadian sources of supply. As producers, 
the people of the wheat economy have higher and more 
rigid costs of production as a result of tariffs, 

As consumers they similarly have higher and more 

rigid costs of living. 

69, Canadian tariff policy has pursued the 
dual national purposes of fostering Canadian industry 
and of creating traffic for Canadian railways. To the 
extent that these purposes have been achieved the 
residents of the prairie economy have borne a double 
portion of the costs involved, First, they have been 


| 
| 
policies on tariffs and railways were successful in 
denied access to many of the efficient mass-producing 
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centres of American production for the purchase of 
their requirements, Second, they have had to pay 
transportation charges on their purchases for the 


longer distances from Canadian production centres, 


Summary and Conclusions, 
705 Part II of the Saskatchewan submission has 


illustrated the essential characteristics of national 
transportation policy and has demonstrated their 
importance for the Saskatchewan economy. Among these. 
characteristics are the following: first, that the ; 
concept of a national transportation policy is not new 
but rather has evolved step by step with the evolution 
of the Canadian nation. Second, that transportation 
policy has at no time been either isolated or peripheral 
with relation to other basic national policies 
concerning trade and economic development. Third, and 
finally, that neither costs now benefits of individual 
policies which may be judged essential in the national 
interest are likely to impinge equally or equitably 
upon the difference sectionsof the national economy. 

hs It is essential that adaptations made 

in the national transportation policy to take account 

of changing circumstances also take full account of 
these fundamental considerations. 

12% Pert IJ of the Saskatchewan submission has 
also shown the unequal impact of national policies for 
transportation and related aspects of Canadian economic 
life on Saskatchewan as compared with other sections 


of the nation. 
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736 Adaptations of national transportation 
policy to present day requirements must not overlook 
changes in the pattern of traffic and of the rate 


structure, It must accommodate and foster changes 


Which show promise of contributing to the fullest 
development and integration of the Canadian economy, 
At the same time it must have due regard for 
legitimate sectional interests and for the balancing 
of burdens and benefits with the fullest respect for 
the demands of regional equity, | 
TH. Paré III outlines and analyses a number 
of the more significant recent changes in the field 
of Canadian transportation and in the Canadian rate 
structure, A section deals with the question of 
regulation and puts forward the views of the province 
of Saskatchewan concerning appropriate adjustments, 
Another section indicates what, in the a ae of 
the province, is essential to effect an adequate 
adaptation of national transportation policy to the 
requirements of the present day Canadian economy. 

Qe _Nows Dr, Britnell, you have before 
you the last aeeiue the general submission, Part III. 
Would you please proceed with that? 
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PART III 


THE RATE STRUCTURE AND NATIONAL TRANSPORTATION POLICY 


Introduction 


| 
| 
| 
| 
LY The analysis of the trailway transportation 
problem contained in the submission made by the 
government of the province of Saskatchewan to the 
Turgeon Royal Commission on Transportation in 1949 led 
to the conelusion that little could be done within 
the confines of the existing Canadian freight rate 
structure ~ or indeed inside any freight rate structure 
capable of implementation - to relieve the regional 
burden of maintaining the railway system of Canada, 
That Royal Commission in its wisdom made certain 
recommendations which later found expression in 
amendments to the Railway Act, The Transport Board 
proceeded to introduce into the rate structure the new 
legislative requirements, Although the government of | 
Saskatchewan has on several occasions disagreed with | 
the judgments and decisions of the Board of Transport | 
Commissioners, it appreciates the difficulty of the 
Board's tasks, Furthermore, quite aside from other 
considerations, self interest alone suggests that 
the Canadian railways would not deliberately seek to 


fasten upon the exposed regions of the Canadian 


of Saskatchewan, the prairie provinces in particular 
have been carrying for many years and which has 


been accentuated in the post-war period. The fact that 


| 
| 
| 
| 
economy the inequitable burden which, in the submission 
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1 

2 the problem has so far defied the best efforts of 

3 railways and government seeking its solution may be 

4 take as a measure of its difficulty and complexity, 

(- 2 In the decade which has intervened since the 

6 Turgeon Commission held its hearings a great deal of 

7 attention has been given to specific features of the 

g| vate structure - in particular to equalization, 

9 horizontal percentage increases, agreed charges, the 
10 competitive situation generally, and to the matter of 
11 the long and short haul. Many examples of differential 
12 treatment have been placed before this Royal Commission, 
13 We do not propose to add to the record but we do wish 
14 to discuss, in broad perspective, some of the 
15 principles involved, Over the past ten years special 
16 attention has been concentrated on equalization hearings 
17 and on the long and short haul problem as represented 

| 


18 | by the one and one-third rule. The Royal Commission 


on Agreed Charges, which arose from a dispute over 


19 

20 the application of this rule, concluded that agreed 
1 charges should not be made subject to any such 

22 Vimitatd on Failure to find a solution to the 

23 problem horizonta’ percentage freight rate increases 
24 has not been for want of discussion. The effects of 
25 competition and attempts to secure an equitable rate 
26 structure have also been brought more sharply into 

27 focus, Revenue cases since the report of the Turgeon 
28 Commission was made public in 1951 have tended to 

29 take more and more account of the erosion of traffic 


and the situation which now presents itself is one under 
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which a relatively smaltyand declining segment of the 
traffic is required to carry the greater part of the 
loaa of every aythorized general increase in rates, 
Since the prairie region constitutes the principal 
remaining area in which the railways have at least a 
semi-monopoly in the field of transportation, this 
means that rate increases must fall on this region 
with increasing severity. Producers and consumers in 
the prairie provinces are farther from the markets in 
Weiee they buy and sell than other parts of Canada, 
Thus rate increases mean much more to prairie dwellers 
in terms of dollars afd cents than they do in other 
areas, A measure of relief from this relatively 
heavy burden would permit producers in this province 
to make a larger and more effective contribution to the 
economy of Canada than is possible at the present time, 
36 The province of Saskatchewan is even more 
skeptical today than it was at the time of the Turgeon 
Commission that any effective relief is possible solely 
through adjustments in the rate structure. Any 
suggestions designed to reduce the burden en the 
prairies or other exposed areas mist also show how the 
amount involved can be recovered elsewhere, If the 
carriers were able to recoup themselves from some 

of the: burden 
other area this means of redistribution/might be 
practicable, But quite clearly this is not the 
case, Failure to shift the burden would inevitably 
be followed by further "general" rate increases to be 


borne, in large measure, by the vulnerable and exposed 
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| 

| 


and worthwhile results Prom further adjustments in the 
rate structure are, in the opinion of the government 
of Saskatehewan, likely to be disappointingly smali 


and extremely limited in their application. 


segments of the Canadian economy. Thus any tangible 
Gost of Service vs. Value of Service, 

4, Before discussing some of the major aspects 

of the railway rate structure as it now exists, it 

may be desirable to consider briefly whether some 

completely new rate structure would better serve the 

interests of the Canadian economy and Canadian railways, 

are The class rate structure was set up when 

railways had, in effect, a monopoly of overland 

transportation and is based on the assumption that 

some rates will return more, some less, tham the full 


costs of she’ poidin the goods in question. Class 


rather than the value of service but the railways are 
free to institute rates lower than class rates 


reflecting the value of service principle, These 


| eel 
Go wo 


Lower rates carry a very large part of all railway 
traffic. Actually the cost of service principle is 
reflected to some degree in the current rate structure 
in the form of different minimam weights and in 
allowances for particular additional services, for 
fragility of articles, for loadability, and for other 
factors directly affecting costs. Nevertheless, 


29 the fundamental assumption still is that some of the 


rates may eitieet the value of the goods transported 
30 


traffic will yield revenues sufficient to make up the 
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deficiency on traffic carried at less than total cost, 
Probably the principal features of such a rate 
structure are that it requires, on the one hand, 
regulation to prevent unduly high rates in essentially 
monopoly areas and, on the other hand, a great deal of 
eeebialee, wisdom and experience on the part of 
railway management to make it work, 

6, There has been a great deal of discussion 
recently concerning the principle of cost of service 


with reference to rate-making. Much of this 


discussion appears to assume that if the trucking industr 


diligently pursues the cost of service principle a 
railway rate structure based on value of service mst 
ultimately break down. 

ee In any consideration of the type of rate 
structure which would result from adoption of cost of 
service as the guiding principle it is necessary to 
examine whether a practicable structure could indeed 
be established, whether it would represent a step 
toward solution of the railway problem and, finally, 
whether at the same time it would assist in a more 
equitable distribution of the burden of freight rates 
in Canada, 

8. It is necessary to reeognize at the 
outset that a rate structure based on cost of service 
would mean a completely new rate structure based, at 
least in part, on weight and volume with numerous 
variations related to cost, The current rate 


structure as established under equalization would have 
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to be completely discarded. 

9. A basic unit for measuring cost would be 
difficult to find or define. It would have to be a 
unit related to weight and volume but it would also 
have to take account of variations in length of 

haul and speed of service, The ton-mile system of 
measurement would be subject to criticism as not being 
a homogenous unit, Nature of terrain, gradients 

and weather hazards are variables which would be 
reflected in costs. The regularity or irregularity 
of available traffic would be significant. As for 
the apportionment of overhead costs, it would appear 
to be highly unlikely that ability to pay could be 


effectively replaced as a practicable guide. 
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19, The greatest difficulty in a rate 


bevie sive tied to cost would be that it could not 
recognize demand and the elasticity of demand which 
are fundamental to a rate structure based on the value 
of service principle. Railway traffic officers are 
in a position to know from experience when a change 
in rates would increase traffic, but “ghtes based on 
cost would seem to be inherently inflexible. A rate 
structure based on costs would have a much narrower 
spread than the one currently in effect and obviously 
rates on traffic presently moving on low tariffs would 
have to be raised. At the new and higher rates 
such traffic would tend to fall off and it is improbable 
that this would be in the interest either of the 
railways or of the economy as a whole. It is hard to 
believe that a vate structure based on cost of service 
would result in more effective use of railway 
facilities than one based on value of service. And 
surely any reduction in the use of railway facilities 
would mean that the general level of rates would have 
to go up. 
LL In a dis¢ussion of value of service versus 
cost of service, Professor Pegrum, of the University | 
of California, states: (Pegrum, Dudley, F., Public 
6 
Regulation of Business (Homewood, 1959) pp. 538-9.) 
"Me pervasive nature of present- 
day competition points in the direction 
of rate making taking on more and more the 


features of competitive pricing. This is 
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likely to lead to a greater simplification | 
of pricing procedures and less formalism | 
of rate structures, 
Recognition of this development 
has led many to argue that railroads 
must abandon value of service as a principle 
of pricing and turn more and more to cost 
of service. In so far as this means that 
rates based on the value of commodities 
rather than on the market for services 
are outmoded, this point of view is 
correct, In any other respect, however, it 
is wrong. The nature of railroad costs 
means that costs can be used only as 
minima, The precise rates will have to be 
made in accordance with demand 
considerations, and this is what 'value 
of service! means, In other words, as 
rate making becomes more competitive, 
value of service will play a larger role 
than it has in the past. Cost of service, 
with large fixed and joint costs, can never 
be more than a minimum gauge." 
12. Thus it seems improbable that such a basic 
change in the rate structure would, in itself, enable 
the railways to provide lower transportation charges 
for Canada as a whole or that it could effect a more — 


equitable distribution of the costs of railway service. 
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Competitive Factors, 


Le The practice of charging different rates 
for the same service is recognized as legal if the 
discrimination can be justified as essential 
according to one or another accepted standard of 
necessity. The existence or non-existence of 
competition is probably the most widely applied reason 
for such differential treatment. It has never been 
suggested that Sndberetininys should be denied the right 
to meet competition from other carriers and it would, 
of course, be inequitable and impracticable to deny 
them this right. There remains, nevertheless, no 
doubt of the tremendous impact upon railway revenues 
of the competition of other carriers, But of even 
greater importance to western Ganada is the unequal 


regional impact, As the authorized general level 


of rates increases the impact falls with ever increasing 


severity on the exposed areas and on certain types 

of traffic in such areas, The reasons for this 
situation are not far to seek, 

14. Water competition in eastern Canada has 
from the inception of railways exerted considerable 
influence on the rate structure in that area. The 
movement of traffic by water antedated the building of 
railways, This natural alternative means of conveyance 
has been improved from time to time by the expenditure 
of funds out of the public treasury and this has 
increased the competitive force exerted by natural 


waterways, The provinee of Saskatchewan acknowledges 
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that to some extent and for a portion of the long hauls 
outward and inward the improved waterways have eased 
the burden of overall costs for the movement of 
Saskatchewan products and Saskatchewan requirements, 
Nevertheless, with water competition concentrated 
entirely east of Fort William (except for Panama 
compelled transcontinental rates) and the total lack 
of navigable waterways on the prairies, it is 

certain that the benefits flowing from this type of 


competition, both real and potential, are of relatively 


prairies. In sharp contrast to the situation on the 
prairies the movement of an extremely large 
proportion of total traffic in the east comes under 
the influence of water competition. In fact 
practically all large industrial centres in the east 
are located on tues: waterways, taking advantage 
of the benefits which such locations offer. 


13% Water competition has thus undoubtedly 


ed 


he's 


exerted a powerful, nfluence on rail rates and, 
consequently, oe railway revenues in such areas, 

Of at least equal significance, however, the rate 
structure established by general readjustment in 1927, 
has suffered from the heavy impact exerted by the 
growth of truck competition to major proportions 
particularly in eastern Canada. Great improvements 

in highways and technical advances resulting in 
larger and more efficient motor trucks have brought 


about a steady growth in traffic suspectible to truck 


| 
| 
| 
| 
| 
| 
| 
greater importance in eastern Canada than on the 
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transportation which in turn has forced the railways | 

to establish very low rates in order to retain a share 

of this type of traffic. 

16, The problem thus created for the railways | 

and for their customers has been rendered the more | 

serious from the national point of view by the regional 

variation in the force of this competition. These 

regional differences arise from a number of 

different causes, In the first place the widely 

scattered nature of population distribntion in 

western Canada, and particularly in Saskatchewan, has | 

made the building and maintenance of hard-surfaced road 

too expensive for the province to undertake except on 

a comparatively modest scale, By contrast, in eastern 

Canada population is more concentrated as a result 

of industrialization and the location of large urban 

centres contiguous to natural waterways. This has 

facilitated the building of a very complete network 

of highways of high standard, Secondly, in 

Saskatchewan, standards of construction and maintenance 

of many unpaved highways and most secondary roads 

are still inadequate to guarantee continuous 

truck operation under winter conditions. The handicaps 

are actually greater than the length of the winter 

season might suggest since during the spring break-up 

trucks are denied the use of the highways until the 

frost is out of the sub-base and are subject to weight 

restrictions over a Longg# period. These limitation 


apply even to the hard-surfaced roads of the province. 
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Trucks may also be banned or greatly restricted by 
ministerial order from time to time during periods of 
heavy rainfall, This is in sharp eontrast to 

the situation in eastern Canada where truck trans- 
portation is carried on all the Head Fede! 

LT The province of Saskatchewan thus continues 
to be largely dependent on railway transportation, 
particularly on shipments into and out of the province, 
The small amount of interprovincial trucking leaves 
Saskatchewan an area of virtual monopoly rin? yby 
railways compared with the St, Lawrence region. 

18. Thus the problems arising from the unequal 
regional impact of competitive factors can easily be 
set forth, as they have been many times, but a 
Solution within the limits of any conceivable rate 
structure is, in the opinion of the province of 
Saskatchewan, elusive to the point of non-existence, 
The burden cannot be shifted from the prairies within 


the rate structure as such, 


Equalization. 
19. Among the attempts made to achieve equity | 


in freight rates were the equalization proceedings 
carried out by the Board of Transport Commissioners 
pursuant to legislation recommended by the Turgeon 
Commission, Certain provinces advocated equalization 
in their representations to the Turgeon Commission 
but the province of Saskatchewan took the view that 


any benefits realized from equalization were likely to 
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be extremely limited. The essence of Saskatchewan's 
position on equalization was summarized in the 
province's submission to the Turgeon Commission (p. 95) 
in the follming words: 
"It is conceivable that in so far 
as equalization of class rates is concerned, 
desirable adjustments could be made without 
materially affecting railway revenues, The 
same is probably true of the proposed 
replacement of distributing rates by town 
tariffs. Any alleviation from these 
sources would, however, by the same token, 
be relatively slight. If relief were 
substantial the anomalous situation would 
oceur whereby railway revenues would fall 
and a general increase in rates would be 
inevitable, This wold defeat the 
purpose of the reductions and perpetuate, 
if not intensify, the present situation," 
20. Saskatchewan was skeptical that 
equalization of commodity rates would bring any 
appreciable improvement in the position of the prairie 
economy, It appeared highly probably that any 
attempt to increase commodity rates in eastern Canada 
would merely result in paper rates since it seemed 
reasonable to assume that commodity rates in the east - 
as ton» the west - had already been established by the 
railways either. at the highest level which would 


still permit the traffic to move (as may have been 
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\ » 


largely the case in the west) or at a level dictated 
by competition (which would undoubtedly be a factor 

in each area), Then, too, whereas in the west traffic 
might move on mileage commodity rates, in the east it 
might move on competitive rates and no attempt to 
equalize competitive rates appeared likely to be 
fruitful, Saskatchewan was inclined to take the 
position that, below certain ceilings which might be 
imposed, all rates might be open to negotiation since, 
in any event, many of them would almost inevitably 

be superseded by some other arrangement dictated by 
circumstances, In other words, however attractive the 
theory of equalization of commodity rates might be, 
the requirements of flexibility would not and could not 
be denied, 

Si% "Equalization" is now in large part a 
reality. Some benefits have accrued to the prairies 
from equalization of class rates, Whether any 
concrete benefits have resulted or will result from 
equalization of commodity rates may be open to question. 
There is on record at least one instance, viz,, in 

the equalization of lumber rates, where the Board 

felt that higher rates in western Canada could not 

be reduced since the lower rates in the east could 

not be raised because of competition, and that with 
equalization at the lower level the revenue position 
of the railways would be prejudiced. The Board's 
judgment was most explicit on this point: (Judgment 


of the Board of Transport Commissioners for Canada 
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IN THE MATTER of the General Freight Rates Investigation 
directed by Order in Council P.G. 1487 dated April 
7, 1948 (Equalization Case) and of Section 336 of the 


Railway Act, (National Freight Rates Policy) re 


commodity freight rates on lumber and forest products, 
File 47828.4 (Ottawa, 1959 mimeo.) p. 42.) 

"The Board does not now consider that 
the normal commodity rates prevailing in 
eastern Canada which reflect approximately 
19 per iad of the Glass 100 rates, in 
conjunction with the normal commodity 
rates applicable within western Canada 
of 233 per cent of the Glass 100 rates can, 
for practical reasons, be used as a basis 
for the establishment of uniform rates, 
Such a formula would result in increases 
in most of the present normal commodity 
rates within eastern Canada and reductions 
in practically all commodity rates within 
western Canada, The resulting rates 
within eastern Canada would be of no 
material value inasmuch as the major 
portion of this traffic now moves at mich 
lower motor truck competitive rates, while 
the reduction in rates within western 
Ganada eould only result in loss of 
railway revenues, It is axiomatic that 
such loss of Gkiees on the western 


traffic could not be offset by increases 
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in rates in the eastern portion of Canada, 
In the final analysis the adoption of 
this method would‘merely be the greation 
of a theoretical uniform scale o@ rates," 
22. This judgment thus provides a specific 
example of what this province has long contended in 
the matter of equalizing commodity rates, 
23. So far as class rates are concerned the 
government of Saskatchewan adheres to the position take 
before the Turgeon Commission that ditciad dation of such 
rates would achieve uniformity of ceilings and place 
shippers and consignees moving traffic on these rates 
on an equality of treatment and that, as a principle, 


a uniform class rate structure would have at least the 


virtue of simplicity to commend it, ‘Some 
simplification has in fact resulted, However, no 
progress of any significance has been achieved in 
shifting the burden, Even after full account has 
been taken of the effects of increased competition 
offered by road transport, there remains much point 

in the view which Dr. H.A. Innis expressed so 
succinctly in his "Memorandum on Transportion" 
following the Roya] Comission report wie he stated 
(p.307) that "No scheme of equalization can be 
devised which will overcome the effects of competition 
in the St. Lawrence region as reflected particularly 
in dompesvitive rates, An obsession with equalization 
will obscure as seaia rane da ns the Maritimes and of 
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24, The govemment of Saskatchewan submits that 
equalization has proved a broken reed to this province 


and that any one of the rate increases which has 


been granted has vastly outweighed in its detrimental 


effects any alleviation which may have been brought 
about by virtue of the equalization of class and 
commodity rates. 


--- Luncheon adjournment. 
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: --- On resume at 2.00 p.m. 
3 
; THE CHAIRMAN: Order, please. Mr. 
5 Carter? 
6 
. DIRECT EXAMINATION BY MR, CARTER (resumed ): 
‘ Q. Would you continue, Dr. Britnell? 
| I think you arrived at page 10 of Part III of the 
\ submission, and we are about to. commence the section 
aA 
os) having to do with the One and One-third Rule and 
| Agreed charges. 
| A. The One and One-Third Rule and Agreed 
4 Charges. 
| RDe Another attempt to bring some measure | 
of relief to the landlocked regions of Canada was 
reflected in enactment, on the recommendation of the 
iF | airs 
¥ Turgeon Royal Commission, of the "one and one-third | 
a rule" which provided, inter alia, that rates on 
a goods moving from eastern Canada to shipping points 
20 | 
ml in the prairie provinces must not exceed bymore than | 
@ one-third the competitive rates on gdmilar goods | 
| moving from eastexn Canada to the Pacific coast. It 
ys" 
, was strongly urged before that Commission by at least | 
et | 
a one province that the practice of charging higher | 
A] rates for carriage of similar commodities from eastern : 
at Canada for the shorter distances to interior destina- | 
a tions in the prairie provinces than for the longer | 
28 || 
I 


| distances to west coast points demanded some redress. 


In answer to these contentions the availability of the 
30 || 7 gif 
mpage SH Nite 
| alternative of competitive water borne transportation et 
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through the Panama Canal, was urged as justification 


for the apparent discrimination. 


eo" The almost immediate reaction of the railways 


to enactment of the one and one-third rule was to cancel 


a number of the competitive rates to the coast, some 
of which, although appearing in the published tariffs, 
were actually carrying little if any traffic. Other 


competitive rates cancelled by the railways were, 


however, moving substantial traffic. Inasmuch as the 


hold-down to points in Alberta and elsewhere in the 
interior was predicated upon the level of the com- 
petitive rate to the Pacific Coast the rule became 
inoperative as a relief to interior points as soon as 
the competitive rate was removed, This was the 
first weakness which showed up in the one and one- 
third rule, 

el< The next development was the introduction 
or expansion of the principle of the agreed charge 

to reinstate, in effect, the low rates to the west 
coast. The railways did not apply the one and one- 
third rule to the agreed charge rates and the Province 
of Alberta complained to the Board of Transport 
Commissioners. After a hearing the Board sustained 
the railways in their contention that the rule was 
not applicable where an agreed charge gave a lower 
rate on the longer movement. The Government of 
Alberta then protested to the Government of Canada 
and this was followed by the apointment of the 


Turgeon Royal Commission on Agreed Charges. After 
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lengthy hearings that Royal Commission rejected the 
argument for the application ie ane one and one-third 
rule to agreed charges and recommended a very sub- 
stantial relaxation of controls by the Transport Board 
with reference to this type of negotiated rate, 

(See Report of Royal Commission on Agreed Charges 1955, 
Ottawa, 1955, pages 10-1, 38 and Appendix A.) 

28. As a result of the recommendations of the 
Royal Commission on Agreed Charges and subsequent 
legislation the Board of Transport Commissioners now 
exercises very little control over the railways in 

the making of agreed charges. About the only control 
exercisable through the Board appears to lie in the 
provision for the fixing of a charge for the movement 
of products of a competitor who feels that he is 


prejudiced by an existing agreed charge. 


29. In the opinion of the Government of Saskatche- 


wan the argument over the one and one-third rule simply 
illustrates the general complaint of the exposed areas, 
namely, that lack of competition results in exposure to 
the full impact of the burden of maintaining the railway 
systems of Canada. For application of the one and 
one-third rule, if effective, must serve to reduce 
railway revenues. It provides no alternative source 
from which the reductions can be recouped. As a 
result, the exposed areas which have complained against 
rate increases must, of necessity, takeup the slack 

in some manner or other. In other words, application 


fe 


of this rule would produce the same vicious circle as is 


a. 
Bis 


ye jy Me. baqeaoer 


samt B bortes me, oved 


keyon #1 
ay ail ' 
no ne - ott 6 + woeseocags i 


¥ 
vet Cy 
Pa “a 
ihe S| 
h 2 


sins 8 b8 Shr smnosert bits swine 


™ 


VT ane T odd ‘xe akon toon: to 


baa bedsitons aa 


ors. dewtren? 
br sed oat > aby 


ee tas * wow nn 
' agnads beougs to. aman 9 


ip av 


anit shut ai, tdasta 


7 So aolbnth oie wo | 
ie ce 
Were, fagno3 sis 3) g ubor 


ah 


ewe 3 


Wa ALL Quat ists “183, ‘0. waae 

, i oh a j iy . 
ween nett rsome> 49 gal gist | 
or . Lenn Nea ait aaa 

Ts cy Vara b APC) one 


ree 


1 | ae Me 


j PS Ata) | ve : 
Me BE BA) Da ay 


ery oO? syry oF 


“ 


man . 
ee sektsurcsitba on aah vray 


(aby 


be aoa, ode, c veka verte oe 


‘ 


ANGUS, STONEHOUSE & CO. LTD. Britnell, dir 15280 
TORONTO, ONTARIO 4s 
(Carter) 


\4 


| 2 a be found in any alternative to the horizontal 

3 increase principle within the rate structure, 

ay 30, Saskatchewan, therefore, submits that while 
| 5 long and short haul discrimination on transcontinental 
traffic focuses attention sharply on the impact of 
freight rates on the prairie provinces the question of 
where the reduced revenue will be recouped within the 


rate structure still remains unanswered, We fear it 


would be a delusion to think that the burden of paying 


for such gains as might accrue from a general appli- 
cation of the one and one-third rule to the prairie 
provinces could be shifted to any other area or 

group of users, At best the incidence of the burden 
might be changed slightly among the interior points. 

ee ie The one and one-third rule does call atten- 
tion to what happens when competition is at work in 
one area and conditions of semi-monopoly obtain in 
another. It may be that competition is a less sig- 
nificant factor in the rate structure of British 


Columbia than it is in central Canada. In any event, 


however, the fact remains thatareas of semi-monopoly 


necessarily subsidize those enjoying a great deal 
of competition, Consequently, in the light of the 
failure thus far of attempts to effect a solution to 
the problem of long-and-short-haul discrimination 


it is difficult to see how a satisfactory answer 


can be reached by manipulation of the rate structure. 
32. The Report of the Royal Commission on Agreed 


Charges recommended legislation which greatly 
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facilitated the making of agreed charges between the 
railways and their shippers. Extensive use of the 
principle of such agreed charges has been made, The 
Government of Saskatchewan submits that where a shipper 
finds the device attractive he should be accorded the 
opportunity of negotiating an agreed charge for the 
movement of his goods. This is on the assumption, 
of course, that the responsibility of the Board of 
Transport Commissioners for ensuring that no unjust 
discrimination results and that the rates are compen- 
satory will be discharged in all cases. 

Horizontal Increases. 
ots Analyses of the method of applying uniform 
percentage increases to all rates, generally referred 
to as horizontal percentage increases, and criticism 
of the impact of increases thus applied have been made 
so often that it is scarcely necessary to discuss the 
matter at any length before this Commission, It 
should perhaps be noted, however, that the two most 
serious effects of horizontal increases lie in the 
higher level of rates applying to longer distances, and 
in the detrimental effects on long-haul in comparison 
with short-haul shippers. Analysis of the problem 
is easy but a solution is hard to come by. The reason 
for the difficulty and perhaps the impossibility of 
finding a solution within the rate structure relates 
directly to the basic premise that freight rate 
increases must be sought and ee ere areas of semi- 


monopoly and on captive traffic, from which the burden 
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| 
q 1 | 
4 | 
1 cannot be shifted. Admittedly, additional revenue | 
| 3| can from time to time be obtained from competitive | 
4 rates, but in the long run freight rate increases : 
5 fall with cumulative severity on the areas in which | 
6 competition is relatively limited. Even if variations | 
7 such as hold-downs or exceptions are used or if some 
| 8 combination of percentage increases and increases in 
9 terms of flat cents per 100 pounds is adopted, the 
| 10 inevitable fact remains that such increases can | 
| it seldom if ever be fully applied in competitive areas. | 
| 12 Under whatever method may be used and as long as | 
| 13 increases can still be applied anywhere, the areas 
14 of semi-monopoly will bear the brunt. Put simply 
| 15 and with brutal frankness, the horizontal increase 
16 method is, in effect, a device or technique for | 
17 applying increases to areas where increases can be | 
| 18 made to stick. | 
| 19 34. The Turgeon Report was highly critical | 
| 20 of horizontal increases and expressed the hope that | 
; al the railways might find some alternative method, but 
| 22 stopped short of recommending any legislative remedy. | 
. 23 The Province of Saskatchewan has no confidence that | 
24 legislation against such increases would be effective. | 
25 | In the normal course of events the railways must 
26, obtain revenues where they can find them and they 
n| have obviously found it necessary to continue to 
: 28 | obtain revenues through the method of horizontal 
29 percentage increases to the extent and in the areas 
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possible, as a result of present or prospective 
truck competition, on some traffic even in western 
Canada, 
ee In the opinion of the Government of 
Saskatchewan the central problem of the railways 
results from their increasing inability to maintain a 
satisfactory level of rates in the face of growing 
competitive pressures from other forms of transport -- 
road, water, air and pipeline. This situation is 
certain to grow in intensity and to become ita singly 
pervasive. The prairie region remains an area where 
competitive pressures are relatively least in evidence. 
It would be idle to suggest that competition to the 
railways is totally absent in the prairie provinces or 
that it cannot be expected to increase in this area. 
Nevertheless, the prairie provinces may expect to 
continue to bear a major share of the burden of rail 
transportation costs. So long as any captive traffic 
remains for the railways it will be found largely on 
the prairies. Saskatchewan sees no way of shifting 
the burden by revising the rate structure. Any such 
attempted reform must inevitably fall lamentably short 
of affording any substantial or worthwhile relief from 
the disproportionate burden which Saskatchewan now 
shares with the other two prairie provinces. 
Recapitulation, 
36. The Province of Saskatchewan submits ‘that 
a number of points emerge from the above analysis 


which may be summarized as follows: 
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(1) At any given point of time the railways 
require a certain amount of revenue to 
operate effectively. | 

fad) At the present time the burden of pro- 
viding this revenue falls me unequal 
impact on the different parts of Canada, 

(iii) In equity the objective should be to 
shift some of the burden from the 
prairie region. 

(iv) None of the devices discussed in the 
preceding pages holds any promise that 
this objective can be achieved solely 
within the rate structure, 

a ig Accordingly, the Province of Saskatchewan 

concludes that solutions must be sought elsewhere than 

eirnsy the limits of the rate structure. The problem 
is so deeply rooted in the economic and political 
circumstances of the past that it is not amenable to 
solution by adjustments in rates. This does not 

mean that all avenues of possible reduction in total 

railway costs should not be thoroughly explored. Yet 
the savings to be passed on to the freight user from 
such reforms, improvements, innovations and economies 
are not likely to be immediate, impressive or large. 

38. Before considering the redistribution of the 

burden of transportation costs the Government of 

Saskatchewan wishes to indicate its views on the 

question of the regulation of transportation media 


under present-day circumstances. 
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Regulatory Requirements and Policy. 
be pee Railway rate regulation by Government was 
envisaged in the provisions of the Consolidated ewes 
Act of 1879 and in the Act of 1881 incorporating the 
Canadian Pacific Railway Company. (See An Historical 
Analysis of the Crow's Nest Pass Agreement and Grain 
Rates: A Study in National Transportation Policy, 
Submission of the Province of Saskatchewan to the Royal 
Commission on Transportation 1960, (Regina, Queen's 
Printer, 1960) pages 18-19.) In both Peisiseive 
enactments regulation of rates was contingent upon the 
financial returns of railways reaching certain levels. 
Rate control became a reality with the passage of 


the Act to authorize a subsidy for a railway through 


the Crow's Nest Pass, 60-61 Victoria, c. 5, assented 
to June 29, 1897. Under paragraph (c) provision 
was made for approval of rates "by the Governor in 

| 


Council or by a Railway Commission, if and when such 


t! 


Commission is established by law. . .~ The policy 


| 
of control of railway freight rates by the federal | 
government was thus firmly established before the | 
beginning of the present century. 

KO, The "Railway Commission" anticipated in the 


Crow's Nest Pass Agreement Act was in fact established 


"Board of Railway Commissioners for Canada," Under 


$i 


was given certain 


the Transport Act of 1938 the Boar 


@ith transportation 
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| 

| 
by the Railway Act of 1903 under the name of the 
regulatory powers in connection 


on Canada's inland waterways dng its name was changed 
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to the "Board of Transport Commissioners for Canada,’ in 
recognition of its enlarged and developing functions. 
(See The Board of Transport Commissioners for Canada, 
a Review of its Constitution, Jurisdiction and Practice, 
by Rod Kerr, Q.C. (Ottawa, Queen's Printer, 1957), 
for a comprehensive review of the functions of the 
Board. ) 
AA Under the Railway Act and the Transport Act 
the Board has, in addition to its regulatory powers 
certain administrative functions and duties. To 
assist it in the discharge of its responsibilities, 
it is equipped with a research staff. Over the years 
its jurisdiction @nd duties have oeen steadily expanded 
to meet new demands and new developments in the fields 
of transportation and communications, 
4e, The Report of the Royal Commission on 
Transportation, 1951, cited four measures which “indi- 
cated Parliament's interest in the regulation and 
supervision of transport media’. They were (Report 
of the Royal Commission on Transportation, 1951, (Ottawa, 
King's Printer, 1951), page 275): 

"The establishment in 1903 of the Board 

of Railways Commissioners which in 1938 

became the Board of Transport Commissioners 

for Canada; 

‘The enaetment in 1938 of the Transport 

Act providing for a degree of coordination; 

The egtablishpent in 1944 of the Air 


\Fransport Board; and 
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"The establishment in 1947 of the Canadian 


and control by the various Boards and Commissions over 
13 the media for which they are responsible varies, the 
14! continuing policy of parliament is clearly one of 


is) vigilance in the public interest. Regulation, 


| 
3 Maritime Commission," | 
4! 43, In 1949 the Board's jurisdiction was extended ! 
5| to the new medium of transportation, the pipeline, with | 
g| the passage of the Pipelines Act, R.S.C. 2952s @. 211. 

7 This Act was repealed by the National Energy Board Act, 

8| c. 46, Statutes of Canada, 1959, however, and juris- 

9| diction over pipelines is now vested in the National | 
10) Energy Board, | 
11| au, Although the form and extent of regulation | 


16) originally concerned primarily with the control of 


i| rates, has become more comprehensive and Parliament 

| gave evidence of its inclination to coordinate 

19 | services of transportation media by initially including 
{ 
| 


air transport under the Transport Act, 1938 with control 


21) vested in the Board of Transpat Commissioners for the 


22) expressed purpose of “co-ordinating and harmonizing" 

23) Operations of railways, ships and aircraft. By a 
! 

24 in 1944,nowever, Parliament deleted reference to air 


25 || transport and to this extent retreated from its previous 
26 || position, Provision was made at the same time for a 


separate Air Transport Board, (Ibid., page 276 


| 
| 
28 and passin. ) 
| 4S. The views of the Turgeon Commission on the 


subject of regulation and coordination were expressed 
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following words (Ibid., page 279): 

"In so far as Parliament can regulate and 
control transportation, the object should 
not be confined to the rather negative 
work of correcting abuses, but should 
reach out to the positive constructive 
task of developing adequate and efficient 
transportation services and of '‘'co- 
ordinating and harmonizing' the service 

in the public interest. The regulation 
of railways can best be exercised by 
combining it with the regulation of the 


other agencies of transportation.” 
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H6, During most, if not all, proceedings 
before transportation tribunals of various kinds 
following World War II the position and influence of 
the motor truck as a carrier of freight have received 
a good deal of attention. Even as a fledgling | 
industry thirty years ago account was being taken of itd 
impact, Indeed motor vehicles were especially 
mentioned in the Order in Council, (P.c. 2910, November | 


| 


20, 1931), which established the Royal Commission to 


Inquire into Railways and Transportation in Ganada 
1931-2, In the three decades since that time, motor 
transport has grown to the status of a major industry 
and occupies an important and integral place in the 
transportation economy of Canada, Along with the 
private automobile it is an important factor in the 
business economy of the country. And it may fairly 
be said that trucking has achieved its present | 
status as a result of public demand for the particular 
type of service it is eminently suited to provide, 
M7, One of the greatest modern developments | 
in Canadian transportation is the building of the | 
Trans-Canada Highway, the completion of which is | 
expected a year or two hence. There are still unfinished 
stretches in the mountains to the west and at several 
points in the Laurential Shield between the prairies 
and southern Ontario. 

GOMMISSIONER MANN: Dr. Britnell, at this 
point I have a note here, and I wonder whether you 
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1 
2 Canada which lies east of southern Ontario, 
3 THE WITNESS: I had not completely forgotten 
4 46. But I understood there had been a change of 
5 governmentin that ek Sha perhaps a little more 
6 cooperation may be expected, 
7 COMMISSIONER MANN: Neither Nova Scotia 
8 or New Brunswick or Newfoundland finished their 
9 parts of the Trans-Canada Highway, and there are 
10 unfishished stretches east of southern Ontario. 
11 THE WITNESS: Yes. Perhaps we are a 
2 little bit sanguine in expecting it to be finished 
13 there, | 
14 Probably no advance since the 
15 construction of the railways will have so profound 
16 an effect not only on transportation but on inter- 


provincial understanding and the unification of 

Canada as well. 

48, When the highway is fully available for 
heavy traffic the actual pattern of trucking and 

its broadened impact on railways will become more 
apparent, It may very well be that the completion 

of the Trans-Canada Highway will revolutionize long 
haul freight movement. Competition between trucks 
and railways for traffic between the east and the 

west may well be sharply increased in the future, 

49, In its brief to the Royal Commission on 
Transportation under Hon. W.F.A. Turgeon the government 
ef Saskatchewan expressed its policy on truck regulatio 


in the following words: (Submission of the Province 
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of Saskatchewan to the Royal Commission on Transportatin, 


(Regina, King's Printer, 1949), p. 88.) 


res 


"There seems little doubt that the 


control of the Board (of Transport 


Commissioners) should be extended to the 


matter of inter-provincial trucking both 
as to rates and conditions of service, 

The further opinion is expressed that a 
uniformity of control over all commercial 
trucking would be desirable either 
through co-operation among the provinces 
or Dy a vesting of jurisdiction in She 
Dominion to the end that control might 

be delegated to the Board, The government 
of Saskatchewan is prepared at this time 
to surrender jurisdiction over freight 
rates, in the case of all commercial 
trucking, to the Board of Transport 
Commissioners but it would wish to reserve 
such a measure of control as to protect 
the provincial highways and also protect 


the revenue position of the province, 


The suggestion is also made that 

effective control might be exercised by 

ek ea boards with an appeal to the 
Board of Transport Commissioners on matters 
coming within the area of centralized 


control, The question of jurisdiction 


is a difficult one, but it deserves 
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consideration by all parties concerned," 
50. It is still the opinion of the government 
of Saskatchewan that regulation to protect the highway 
and to ensure safety on the Nighway should be at the 
provincial government level and that its revenue 
position should be protected, However, the regulation 
of inter-provincial highway transport by for-hire 
trucks at least provides a case for federal control, 
51. The views expressed by Saskatchewan were 
favourably received by the Turgeon Commission and 
the government of Saskatchewan today finds itself in 
agreement with the concluding comments of that 
Commission, (Report of the Royal Commission on 
Transportation 1951, (Ottawa, King's Printer, 1951), 
p. 280,) 

"All this leads to the question 
whether the policy of close co-ordination 
and central control to which Parliament 
seemed inclined to commit itself in the 
Transport Act of 1938, should not be 
invoked once again with the view to its 
extension rather than to its restriction 
which has been the trend of more recent 


enactments. If this policy of 1938 can 


be revised and made effective it should 
properly have its beginning in the 
establishment of a strong eontrol organism 
eapable of taking the task im hand, Today 


there are threé separate bodies, each 
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. charged with the: control (a more or less 
extensive control in each case) of a part o 
Canada's transportation system, They are 
the Board of Transport Commissioners, the 
Air Transport Board and the Canadian 
Maritime Commission, It must be difficult, 
with this dispersion of control, to apply 
to all of Canada's transportation agencies 
like principles of regulation for the 
accomplishment of a common purpose, viz. 
that of enabling each agency to perform 
its service advantageously and properly 
as part of a national transportation 
structure, The tendency of a separate 
independent body is to formmlate policy 
affecting transportation without regard 
to the relationship of the various agencies 
to each other, This anomaly should give 
way to the constitution of a central | 
authority which will be able to take in | 
hand the major task of co-ordinated centre! 
having at its disposal all the benefit : 


acquired from the experience of the 


The adoption of this policy would 
bring ceciitaeasis three above named 
bodies, re-organized and united and 
devoted henceforth to the pursuit of a 


well planned policy for the co-ordination 


| 
| 
separate bodies in recent years, 
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and regulation of transportation," 


52. The members of the Commission went on to 
emphasize that a further advantage of unified control 
would arise from the economical utilization of staff, 
They emphasized the necessity of reliance on expert 
assistance in all branches of the highly complex 
field of transportation, 
53% While in the foregoing the Commission made 
no reference to the inclusion of motor transport under 
the "Central Authority" it did in fact give very 
considerable attention to this growing industry, After 
an appraisal of various views the Commission said: 
(Ibid., p. 279). 
"In 1937 and again in 1940 bills 
were introduced into Parliament providing 
for federal control of interprovincial 
and international trucking. These bills 
met with strong opposition and were 
finally withdrawn. 
All forms of trucking have increased 
considerably since 1937. The time i 
has come when Parliament might well 
reconsider this queStion of control. There 
seems to be no valid reason why those who 
carry on a business over which Parliament 
has jurisdiction (assuming this to be the 
ease) in competition with others who are 
regulated in respect to their rates and 


operations should not be asked to submit to 
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a similar form of control, This, of 
course, does not mean that any one form 
of transportation should be regulated 


_only for the benefit of another,' 


54. It is the understanding of the government 
of Saskatchewan that the jurisdictional question 
parenthetically raised by the Commission has since been 
resolved. 
55. While the historical and economic background 
of transportation policy in Canada is in many ways 
unique, it is of some interest to note the United 
States! approach to co-ordination, In 1940 a 
declaration of national policy was added to the 
Interstate Commerce Act, It reads as follows: (As | 
cited in Locklin, D. Philip, Economics of sudula dient 
(homewood, 1954), p. 267.) | 
"Tt is hereby declared to be the 
national transportation policy of the 


Congress to provide for fair and impartial 


regulation of all modes of transportation 
subject to the provisions of the Act, so 
administered as to recognize and preserve 


the inherent advantages of each; to promote 


safe, adequate, economical, and efficient 
service and foster sound economic 
conditions in transportation and among 
the several carriers, fo encourage the 
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charges for transportation services, 
without unjust discriminations, undue 
preferences or advantages, or unfair or 
destructive competitive practices; to 
cooperate with the several States and the 
duly authorized officals thereof; and to 
encourage fair wages and equitable 
working conditions; - all to the end of 
developing, coordinating, and preserving 
a national transportation system by water, 
highway, and rail, as well as other means, 
adequate to meet the needs of the commerce 
of the United States, of the Postal 
Service, and of the national defence, All 
of the provisions of this Act shall be 
administered and enforced with a view to 
carrying out the above declaration of 
policy." 
56. The province of Saskatchewan has never felt 
the need to copy anything from other countries to meet 
Canada's needs, Nevertheless, the general expression 
of policy added to the Imterstate Commerce Act in 1940 
is of interest to the present context. 
57 It is the view of the government of 
Saskatchewan that inter-provinecial trucking in Canada 
should now be included in a unified pattern of 
transportation regulation, It is the opinion of the 
government that as far as the different individual 


characteristics of the various carriers =- railways, 
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ships, aircraft, motor trucks and pipelines - will par & 
regulatory treatment and control should be uniform | 
and impartially applied. Control of entry, rates, 
ehiceak: financial responsibility, and wend sions 


of carriage should be comparable as far as possible, 


58. The substantial activity by railway carriers 
in the trucking field, a comparatively recent 
development, is highly pertinent to the argument for 
unified control. This makes it imperative that 
regulation of entry should be consistent with the 
national transportation policy of co-ordination 
throughout Canada. A good deal of attention will 

have to be given to all phases of this trend by any 
centralized authority. 

59. On the basis of the considerations presented 
and discussed above, the government of the province 

of Saskatchewan urges that this Commission recommend 

to the Government of Canada the creation by a separate 
Act of Parliament, of a Canadian "Transportation | 
Authority" to combine and include the present functions, 


duties, and responsibilities of the Board of Transport 


Gommissioners for Canada, and that such Transportation 
Authority be empowered especially to extend its 

ss to the regulation and control of inter- 
provincial and international motor truck transportation, 
This agency would have as its objective the further 
co-ordination of transportation services in the 

ee of the public with a view to ensuring the 


most effective use of all transportation facilities, 
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A move in this direction at this time is a logical 
and necessary extension of the historic national 
policy of the regulation of transportation services in 
Canada, | 

I now turn to the final recommendation of 
the government of i dia Pale Wans - Redistribution of the 
Burden of Transportation Costs through a National 
Transportation Subsidy. 
60, Parts I and II of this submission have 
provided the foundation and background materials for 
the recommendations of the province of Saskatchewan 
to this Commission, Part I deseribed the structure 
and development of the Saskatchewan economy with 
particular reference to its transportation needs and 
problems, Part II outlined the nature and evolution 
of national transportation policy in Canada and of 
other fundamental economic policies inseparably linked 
with transportation policy. Part II also analysed in 
detail the individual and cumulative impact of these 
policies on the Saskatchewan economy. 
61. It will be appropriate to remind the 
Commission at this time that, throughout the century 
of its existence, the central purposes of national 
transportation policy in Canada have been economic 
development and the economic integration of the 
Canadian nation, The national interest as 
interpreted by successive national governments 
vena eee and outranked regional interests, The 


Same governments have, however, regarded -atedar 
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interests as not something to be slighted but, rather 

as providing a legitimate basis for compensatory 

national policies, 


62, The first transportation needs of the 


new Canadian nation nearly a century ago were for | 
railway facilities and since that time railways 

have been regarded as instruments of national policy. 
The transportation prerequisites of a Canadian nation 
were an Atlantic railway and a Pacific railway, The 
Atlantic Sar iway. the Intercolonial, was built by 


government from public revenues, The Pacific railway 


| 

| 
was built jointly by the government and a private 
syndicate with resources derived largely from the 
prairie provinces. The location of the railways was 
dictated by national considerations, This, 
combined with the national policy of industriai | 
protection, forced and continues to force outlying 
parts of the netion to rely om artificially shielded | 
and high priced industry for their requirements and | 
Go pay transportation costs over unnecessarily 
extended distances, | 
63, T% is the submission of the government of | 


Saskatchewan that Canadian transportation policy has 


been one of evolution, Its railway aspects 
originated with the unifying purpose lying behind 
subsidized railway construction, Through the years, 
expanding needs and technological progress in the 


form of new media of transportation have been recognized 


in the steadily developing transportation policy. 
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Canadian governments have not hesitated to take bold 
action when called upon to meet special conditions 
and problems, The incoporation of the Canadian 
National Railway Company in 1919 and its development 
into a unified system by January 1, 1923 is a 
noteworthy instance of imaginative and vigorous action. 
The passage of the Maritime Freight Rates Act 
following the presentation of the report of the Duncan 
Gommission on Maritime Claims on September 23, 1926 


marked a further step in national transportation policy. 
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64, The Maritime Freight Rates Act involved the 
principle of fiscal assistance accompanied by railway 
rate reductions to further the purpose of Canadian 
economic unity. The extensive amendments to the 
Railway Act made in implementation of the report of the 
Turgeon Commission included provision for the so-called 
"pridge subsidy". Assistance towards linking the 
economies of eastern and western Canada and continuing 
recognition of the importance of the transcontinental 
lines in the "defence structure" were cited in nen 
of the recommendation by the Commission, 

65. More recently special attention has been 
paid to the representations of the Government of the 
Maritime and Western Provinces protesting the impéct 

of increases in railway freight rates on long haul and 
captive traffic. The Federal Government, by subsidy 
provided for in the Freight Rates Reduction Act of 

1959, moved to relieve a portion of the burden, albeit — 
on a temporary basis pending further investigation, | 
66. National transportation policy has not, 


however, by any means been confined exclusively to 


assistance to railways. Development of and improvements 


to inland waterways, harbours, airports and aids to 
navigation generally reflect the evolution of Canadian 
policy. The substantial financial participation of the 
federal government in the Trans-Canada highway takes 
cognizance of the need to provide facilities within 


Canada for transcontinental highway travel. From the 


early days of Canadian nationhood down to the present 
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time, public assistance has been an integral part of 
national railway and transportation policy. 

67. The Government of Saskatchewan considers 

that regulation and coordination of public transporta- 
tion media by a national transportation authority can 
make a significant contribution toward promoting the most 
efficient use of transport facilities and thereby ensur- 
ing the lowest possible costs, It is nevertheless 
fully appreciated that full and effective coordination 
will be neither easily nor rapidly accomplished. 


Nor can such coordination of itself redistribute the 


| 
| 
| 
inequitable burden which rests on exposed and vul-~ 
nerable areas. 
68. The Government of Saskatchewan has no 
confidence that adjustments purely within the rate 
structure offer any solution to the problem facing 
the railways or the users of railway freight services. 
The horizontal percentage method of accomplishing rate 
adjustments appears to be the only one which can be 
applied generally by a regulatory body. No matter what 
the form, increases can be fully effective only on 
captive traffic. Alternatives would be so similar 
in their effect that the resit would be indistinguish- 
able from the present method. The degree of com- 
petitive pressure dictates the areas and the traffic 
which must supply any additional revenue whatever 


method is used. | 


69. It appears to Saskatchewan that the railways 


are faced with serious financial difficulties but no | 
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2 imminent danger of collapse. To obtain the income 

3 they require, the railways have had to place very high 

4 charges on traffic that can bear it. As freight 

5 rates have steadily increased in the postwar period a 

6 situuation has developed in which too small a percentage 
7 of the traffic is called upon to bear too large a share 
8 of any increase allowed. This is clearly an indication 
9 that increases in freight rates are approaching the 

10 end of their effectiveness. With no obvious way of 

11 increasing their income and no apparent end to their 

12 cost increases, the railways may indeed be in a pre- 


13 carious position. High freight rates tend to dry 


14 up traffic and leave the way open for trucks to 
15 gain an increasing proportion of that which remains. 
16 ee In order to preserve proper perspective, 


17 any appraisal of the present position of the railways 
of Canada must be made against the background of 
their role as instruments of national policy. Clearly 
Canadian railways cannot be looked upon as ordinary 
business enterprises, to stand or fall by the 
criteria applied to normal commercial concerns. 
History precludes this. Nevertheless, they are 
subject to all the normal pressures of the commercial 
world. Their traditional function of supplying a 
comprehensive transportation service for all types of 
traffic, freight and passenger, limits their flexi- 
bility -- a feature enjoyed in large measure by their 


competitors. 
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make it clear that in its opinion the preservation of 
the railway system of Canada is absolutely essential 

to Canada, to every region and to every person in 
Canada. National policy should again be adapted to 
this end. 

Tas The Government of Saskatchewan sees no 

way of achieving a measure of relief commensurate 

with the disability which rests on the outlying regions 
and, at the same time, of assisting the railways to 
continue to perform their function except through resort 
to a national transportation subsidy. The Government 
considers such a step to be a necessary and logical 
further development in the national transportation 
policy. 

rene The form and extent of a subsidy is admit- 
tedly not easy to determine. some objectives may 
however assist to this end. It should be consistent 
with established national policy and ameliorate to 

some extent the unequal impact of such national policy. 
It should promote the flow of traffic and thereby 
foster a closer economic relationship between all 
parts of Canada. It should mitigate to a degree the 
divisive effect of great distances by absorbing a 
portion of the transportation cost and blunt, to 

some extent at least, the sharp edge of any future 
general increases. It should be applied in such a 
manner as to avoid discriminating between different 
regions and thereby be. resarded as a truly national 


subsidy, one from which all parts of Canada may 
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| 


2| benefit while still achieving one of its main objectives, 
3], that of redistributing the burden of transportation 

4] costs. It should not be of a nature that would 

5| simply result in the federal treasury underwriting 


6| railway revenue deficits. 


: 
| 
| 
| 
7 Summary and Conclusions, 
8] 74. In the preparation of this submission the 

9 Province of Saskatchewan has taken particular heed of | 
10/ the phrase "in furtherance of national economic policy" | 
11 which appears in clause (a)of the Commission's terms | 
12| of reference. This indicates, in the opinion of the | 
13| province, that the central task assigned to the | 
14 Commission was to determine and to recommend to the 

15 Government of Canada, modifications which are 

16 necessary to bring national transportation policy 

17 into accord with the present-day demands of the 

Canadian economy. 

Os This task has obviously imposed upon the 
Commission the necessity for a thorough-going appraisal 


of the Canadian economy and of the many changes recently 


completed or still in process. Less obvious, perhaps, 


appropriate adaptations of national transportation 
policy cannot be determined without recognition of 

its historical and evolutionary nature. In recog- 
nition of this fact the Province of Saskatchewan has 
taken the utmost care in its submission to present to 
the Commission the essential features of the develop- 


| 
| 
| 
| 
but equally certain and significant is the fact that 
ment of Canadian transportation services and of the 
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policy of Government with reference to them, 

76. The recommendations of the Province of 
Saskatchewan have emerged logically from the examination 
of these fundamental aspects of the problem. These 
recommendations are first that provision should be 


made for greater centralization and uniformity of 
control over transportation media with particular 


reference to the services of railways and inter- 


provincial highway carriers and, second, that provision 
should be made for a national transportation subsidy. 
The Province of Saskatchewan is sonvineed that both cf 
these would lead to the furtherance of national trans- 
portation policy and the national interest. 

Te The impairment of a national and overall 
approach to Canadian transportation problemsresulting 
from divided and diffused control over long-distance 
trucking points all too obviously to the need for greate 
integration. On the same count, the apparent tendency 

of the Dominion Government to reverse its earlier pro- 
gression toward unitary control over the various 


transportation media which lie exclusively and un- 


questionably within its constitutional realm can only 


portation subsidy would clearly further the national 
interest in that it would facilitate the interchange 
of commodities on the widest possible basis and would 
expand the traffic potential. 

18: The Government of Saskatchewan wishes to 


reserve the right to offer further observations and 


be regarded as most regrettable. A national trans- 
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recommendations at a later stage of the Commission's 
proceedings. 
Q. Dr. Britnell, I want to take you back 
for a moment to paragraphs 57, 58 and 59 of Part III 
of the submission,found at page 20. So that we 
have them just clearly before us, I wish quickly to 
read them. They read: 
"It is the view of the Government of 
Saskatchewan that interprovincial trucking 
in Canada should now be included in a unified. 
pattern of transportation regulation, It is 
the opinion of the Government that as far as 
the different individual characteristics of 
the various carriers -- railways, ships, 
aircraft, motor trucks and Pleo rears -- will 
permit, regulatory treatment and control should 
be uniform and impartially applied. Control 
of entry, rates, notices, financial respon- 
sibility, and conditions of carriage should 
be comparable as far as possible. 
58. The substantial activity by railway 
carriers in the trucking field, a com- 
paratively recent development, is highly 
pertinent to the argument for unified 
control, This makes it imperative that 
regulation of entry should be consistent 
with the national transportation policy 
of coordination throughout Canada. A 


good deal of attention will have to be 
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2 given to all phases of this trend by any 

3 centralized authority. 

4 59. On the basis of the considerations 

5 presented and discussed above, the Government 
6 of the Province of Saskatchewan urges that 

7 this Commission recommend to the Government 

8 of Canada the creation by a separate Act of 

9 Parliament, of a Canadian "Transportation 

10 Authority" to combine and include the present 
11 functions, duties, and responsibilities of 

12 the Board of Transport Commissioners for 

13 Canada, and that such Transportation Authority 
14 be empowered especially to extend its juris- 
15 diction to the regulation and control of 

16 interprovincial and international motor 

17 truck transportation, This agency 


would have as its objective the further 

coordination of transportation services 

in the interest of the public with a view 

to ensuring the most effective use of all 

transportation facilities, A move in 

this direction at this time is a logical 

and necessary extension of the historic 

national policy of the regulation of trans- 

portation services in Canada." 

In this portion of the submission, Saskatche- 

want sets out its position in a general way. Has the 
Government given any thought to the particular method 


or machinery by which a unified pattern of transportation 
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2 regulation might be set up or to particular considera- 


3] tions which might be involved in the setting up such 


4 a system of regulation? 

5 A. Yes, it has. 

6 Q. Has Saskatchewan considered the method 

7| by which all of the varied transportation media referred 


8 to in its submission -- that is,pipelines, ships, 


and so on-- by which all of those various transportation 


‘oO 


10| media might be brought within such a system of regula- 
11 tion? 

12 A. The Government of Saskatchewan has 

13 directed its thinking in this area particularly to the 
14] question of ways and means by which truck transportation 
15 may be brought into a unified system of transport 

16 regulation with rail. As a general proposition, the 
17 government believes that other media should also be 
within the proposed system. The fact of the matter is, 
however, that for most Canadians concerned with the 
movement of goods, truck transportation is increasingly 
occupying the position of the alternative carrier to 
rail. 

Q. Has Saskatchewan come to any final 
decision as to the ways and means by which a unified 
pattern of transportation regulation -- and that is the 
phrase used in the brief -- might be brought into 
effect with particular reference to truck and rail? 

A Well, the Government of Saskatchewan 
is not wedded to any particular method or machinery by 


which trucking might be brought within a unified pattern 
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Z of Capac regulation, It has, however, given a 

3 fair amount of thought to this problem and wishes to 

4 place before this Commission the conclusions, both 

5 general and specific, which it has arrived at, Again, 
6 however, Saskatchewan would welcome a critical examina- 
7 tion of these proposals, being well aware that this 

8 is a very complex field in which it is impossible 

9 to speak with absolute and complete certainty or | 
10 finality. Having this in mind, Ea cetemeuets has 

11 certain suggestions to make, some general, some 

12 specific, which in its view could form part of a 
regulatory system which would embrace truck operations. 


Q. In Saskatchewan's view should intra- 


provincial truck operations be included in such a 
system? 

A. Saskatchewan believes that ideally -- and 
we are a little distant from that, probably -- intra- 
provincial truck operations should fall under the 
jurisdiction of the same regulatory body as that 
controlling rail and interprovincial truck cudeeeaicincn: 
This is particularly so if any attempt is made to 


regulate the effect of truck competition on rail in the | 


provinces of Central Canada. Presumably much of that 


competition involves intra-provincial operations, 

Q. Is it the opinion of Saskatchewan that 
consideration should be given at this time to bringing 
intra-provincial truck operations in some manner within 


a scheme of federal control? 


ae No. The Government of Saskatchewan is, 
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of course, aware of the fact that this branch of 
highway operation is within the legislative power of 
the orovinces. It seems certain that all of the 
provinces would not at this time be ready to turn 
this a@ea of jurisdiction over to the federal govern- 
ment. Saskatchewan has not, in view of this, given 
any consideration to the ways and means by which 
intra-provincial truck operations might in the event 
that jurisdiction over them passed into federal hands 
be tied in with an overall system of Sransportetion 
regulation, 

Q. Has Saskatchewan considered whether 
or not it, as one province, would be ready to turn over 
or relinquish, if you like, its jurisdiction over 
intra-provincial trucking to the Dominion? 

A. No, it has not. By reasonof the 
obvious practical difficulty lying in the path of any 
such suggestion at the present time, Saskatchewan has 
not, therefore, considered the question of whether or 
not it would itself be ready to surrender jurisdiction 
in this area to the Dominion, 

Q. Are there any steps which the province 
would be willing to take at this time involving this 
matter? 

A. In the event that the federal government 
and the other provinces are interested at all in 
Saskatchewan's proposal, that an overall transportation 
authority be set up, then the Government of Saskatchewan 


will be ready to discuss with them the possibility of 
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turning over to the federal authority some, if not all, 
of the province's control over intra-provincial truck 
operations. Any such discussions would, of course, 
have to proceed on the assumption that the province 
would not suffer in its revenue, and that it retain 
control over such matters as weight restrictions and 
safety measures. 

Qe In view of what you say, I take it in 
considering this question of regulation as applied 
to highway transport Saskatchewan has confined itself 
to interprovincial movements? 

ha That is correct. The province has 
restricted its present examination to certain matters 
involved in bringing interprovincial trucking under 
the same regulatcry authority. 

THE CHAIRMAN: And international? 

THE WITNESS: I was coming to that later. 

» e under the same regulatory authority as rail and 
other media of transport. The province believes that 
such a step, even though perhaps short of the ideal, 
might secure significant advantages for the mblic 
generally, for the railways, for the truckers, and for 
the shippers. 

MR, CARTER: Q. I take it that you are 
familiar in a general way with the provisions of the 
Federal Motor Vehicle Transport Act? 

A In a very general way, yes. 

Q. You will perhaps be aware tha’ that 


statute provides, in effect, for the delegation by the 
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Dominion of its control over interprovincial trucking 
operations to the provincial regulatory bodies: are 
you aware of that? 

i. yes, I am aware of that. 

Q. Is it Saskatchewan's opinion that the 
regulation of interprovincial truck transport should 
continue in any way to be delegated to the provinces? 

es No. In Saskatchewan's opinion any 
overall federal authority, the objective of which was 
to set up a unified pattern of transport regulation 
which would embrace all forms of transport, would 
break down at once in the event that any significant 
part of its jurisdiction were delegated, It would 
appear that this would be the sapeoven if the statute 


setting up the federal authority were to spell out in 


. detail the manner in which and the criterion upon 


which provincial authorities should carry out their 
duties. In such a situation, with different per- 
sonnel attempting to administer the same statute it 
would be likely that the whole situation would founder 
in a morass of conflicting decisions. 

Q. In the opinion of Saskatchewan would 
there be any advantage to the interprovincial truck 
operator himself in being brought within such a system, 
thus might the fear which the truckers express of 
rail domination of a federal authority perhaps be a 
real one? 

A. I don't think so. One main objective 


of the system would be to enhance the stature and 


Hosted in covntogen’ " . 


sibs Yo oreWs os F sat 


Anh. ho! 


a tas Aotatad e! ‘aguante detest vit al oe ale ie v 


Si ad 
a } ae iy 


‘seit | 19° 


PoLisivyges ovogetaw to hrttsq per i 
Dinow. .jrodadsrt To amet coil sotto ae 
is theo lites tes Cus wast Chev soy Ag Sorte: t wad dabaid 


HiLsiow. 7 Ry nh tf ¥ ‘i cee ‘ nw “APG A OY pe tn atk te Le 
ae. jab 7 e i : 


i sfutate ost? tt Have 'dege gad od | sell tied tan ie nai 
| | | i vier vier 
itive Le obs? at du sary: a 


Asta semen edd tte 
i ta | > a 
9) SOM Eakontvong i " 
ay 7 ri af i OES 


yes ee a 
y 


be 
ay 


net ta Sone oi tant eset = 


y Ni hy 


on asw vals aut ire Oo Fs atrt ra ‘ete at” 


“maui bats vorgrady Bo a 


“49 ab an. aad 


fae ie od saan witiade ini 


eat ke 
me > 
ray aye 


vay) 


do aber: sig oe 


. ae At , 


ANGUS, STONEHOUSE & CO. LTD. Britnell, dir 1 5314 
TORONTO, ONTARIO ~ 
(Carter) 


status of the trucker, The purpose of the system 
would certainly not be to put the truck ina secondary 
position to rail, This is not to suggest, however, 
that there are not any places, chiefly perhaps with 
intra-provincial operations, where the most obvious and 
most useful place for a trucker is in the operation 

of a service which is complementary to rail or to 
long-haul truck operatins,. From this point of view 
one of the functions of the overall authority should be, 
to the extent to which its jurisdiction would permit, 
to see to it that where desirable truck operations are 


dovetailed with rail or with long-distance truck hauls, 
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Q. You said a moment ago, Dr. Britnell, 


that one main objective of the System -- this 
reculatory system -- would be to enhance the stature 
and status of the trucker. How would this be 
accomplished? 

A, The system which Saskatchewan 


suggests would have certain immediate purposes in 


controlling inter-provincial trucking. The attainment 


of these, in view of the province, would gid the 
orderly growth of the trucking industry and = the 
process add to its long-term strength and overall 
status, 

Qe What are these purposes, may I ask, 
Which the province has in mind? 

A. The first of these might be termed 
stability of rates, The next would be stability of 
service; the third, financial stability. Then, the 
preservation of an effective degree of competition; 
and finally uniform standards in equipment and 
operation, 

Q. May I take you over those points. 
What does the province mean in saying that stability 
of rates is one of the immediate purposes which its 
purposed regulatory system would seek to attain? 

A. For one thing, all inter-provincial 
trucks should berequired to file and publish their 
rates with the federal authority. 

Qe Does that imply, sir, that the 


federal authority, to call it that, have the power to 
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| 

| 

} 


control rates? 


zx: Yes, in the sense that the federal 
authorities should determine maximum rates, In 

the province's opinion, it should also have power to 
be exercised on its own motion or on the basis of 
complaint to ensure that rates published by a trucker 

or any other transporter was less than compensatory. 

The area between these limits would be the sort of 
playground for competition between the various media 

of transport. 

Qe Might not the policing or enforcing 

of these rates raise something of an administrative 
problem? 


A. I do not think it should. The public 


filing and publishing of rates should ensure immediate 


one approved by the authority or, alternatively, one 


complaint in the event that a rate higher than the 
which was not compensatory was charged. 
Q. Has the province, sir, considered | 
the basis upon which such a federal authority might | 
fix maximum ratesor on which it might determine the | 
level of compensatory rates? 
A. The answer to that question involves 
some rather complex considerations, The government 
of Saskatchewan is not at this time ready to 
suggest any criteria, 
Clearly, however, shere are important 


points, Thus, in the event that 2 federal authority 


granted only one franchise for a truck haul betwem 
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TORONTO, ONTARIO 


(Carter ) 
1 , 
9 two points, there would have to be adequate safeguards 
3 written in, particularly by way of maximum rates, 
4 especially if the force of competition over the route 
5 from other carriers was not strong, 
P Again, if any subsidy or any subsidy 
7 scheme of any kind were in operation which affected 
P trucks, it would probably be necessary to fix maximum 
9 rates with care and on the basis of adequate criteria, | 
10 Qe You said a moment nba s sir, that 
1 stability of service was another purposes which 
2 Saskatchewan would hope to see achieved in bringing 
13 inter-provincial trucking within its scheme of 
14 unified regulatory control, What is meant by that? 
15 A. Well, this would involve for one 
16 thing control of entry into the intra-provincial 


trucking field. 


«= 


a Qe On what criteria would such control 


be based? 

A. Well, Saskatchewan can only spell 
this out in a very general way. Certainly, all such | 
criteria would have to be related directly or indirectly 
to the requirement that ali forms of transportation | 
be coordinated within that framework, However, it | 
would seem that one test would be the question of 
whether a not existing services were adequase The 
time-honoured question of public convenience and 
necessity might also be another basis upon whieh 
entries should be controlled. Financial stability 


would be another criteria, 
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Pandey: however, the fixing of criteria 
within the framework of coordination is a matter 
which should very probably be left to the federal 
authorities to work out. 

Qe In the province's view, sir, are 
there any other matters’ alas should be considered 
in connection with stability of service, as you term 
it? 

A. ved, in Saskatchewan's opinion it 
would be desirable that the federal aithority 
sieedita: to the extent possible, require -- or if not 
require, at least encourage -- the operations of 
inter-provineial trucks on a scheduled basis, 

Again, the federal authorities should 
probably see to it where coordination of public 
necessity requires that an applicant for a truck 
franchise would be required to serve intermediate 
points on his route af‘ well as carrying goods between 
his particular terminals, a 

Also, the feder-”. authority: should be 
able to employ some sanctions to assure that the 
holder of a franchise maintained a dependable 
service, This might in extreme cases involve @ 
loss of the franchise, 

COMMISSIONER MANN: Dr. Britnell, when 
you are setting out these criteria, are you speaking 
of the general for-hire carrier only, or are you 
ial a eicaieetas in your exposition the operations of 


so called contraet carriers? 
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1 | 

| 

2 MR, CARTER: I am coming to that, sir, | 
3 if I might -- at least I am coming to that in this 

4 sense that I propose to touch briefly on the question | 

| 

5 of the private carrier, There is a good deal of 

| 


6 jargon in this field. However, you might describe 
7 @ contract carrier in a sense as a private carrier, 


8 bat this is «- 


9 GOMMISSIONER MANN: In this lingua franca 
10 that the transportation fraternity has, the private 
11 earrier is quite a different carrier, 

12 MR, CARTER: You have in mind a 

13 carrier who is employed by, say, a wholesaler to 

14 run his goods from Winnipeg ae say, Saskatoon, 

15 and that carrier would engage just in the carriage of 
16 that carrier's goods? 


COMMISSIONER MANN: Let me tell you what 


I have wae In Ontario what is commonly understood 
as a contract carrier is a carrier whose franchise 

is restricted to the carriage of goods belonging to 

one or more firms set out in the franchise, that | 
| 


vehicle not necessarily being the vehicle of the owner 


of the goods, 
MR, CARTER: Yes, quite, Yes, I am coming 

to a fringe of that problem, in any event, sir. 

Perhaps when you have heard us out on this point, I 

think perhaps something of an answer Will be there. 
COMMISSIONER MANN: Fine, thank you. 


MR, CARTER: I do not propose, however, sir, 


at the moment squarely to hit the contract carrier 
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as such, 


COMMISSIONER MANN: Fine. Thank you very. 


men. 

MR, CARTER Q: Under Saskatchewan's 
proposed sicmedes would the holder of an inter- 
provincial fkanchise be able at will to abandon some 


part of his service, or the route? 


Ae No, he would not. Saskatchewan feels 


that the federal authority might well exercise some 
control over this sort ae situation. The province 
feels that the rule followed by the Board of 
Transport Commissioners in wail abandonment might be 
something of a guide in this area, 

The question would then in effect be 
whether the loss and inconvenience to the pub1ié 
eonsequen’. upon the abandonment outweighs the burden 
that continued operation of the truck line would 
impose upon the truck company 

Qe As I have it, another one of the 
purposes you outlined a moment ago was financial 
stability. What is meant by that? 

Ae Well, this, of course, is an area 
that blends into the question of control of intre 
to some extent. In any event, this consideration 
would involve the federal authority retaining the 
right te take away a franchise in the event that 
the holder of it was not, in the opinion of the 


federal authority, financially able to properly 


carry om his operations. 
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Q. What information as to, or knowledge ) 
of, the financial position of such a contract operator | 
would this federal authority have? : 

A. In Saskatchewan's view the federal i 
authority should set up a system of uniform accounts, 


The holder of any franchise granted by the authority 


would be required to submit annual reports on the 


basis of the system of uniform accounts, 
Financial stability would also be safeguarddd, 
at least to some extent, through the powers of the 
federal authority to disallow rates which were not 
compensatory. 
Qe Are there any other matters, sir, 
which in the province's view should be dealt with by 
the federal authority in attempting to secure the 
financial stability of the truck operator? 
A. Yes, The authority should have the 
power to require franchise holders to secure minimum 


insurance, both on cargo and for public liability. 


Q. You said a moment ago, sir, that 


effective degree'of competition, What is meant hy 
that? 


a further purpose would be the preservation of an 
A. Well, in Saskatchewan's view any 

overall system of transportation regulation and 

coordination should not, indeed, mist not stifle 


competition, 


This is an area where it is necessary, 


perhaps, to generalize to a certain extent, Such a 
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system, ect must be so designed and so administere 
that competition between and within the various 

forms of transportation will continue to have an 
important part to play. 

Such competition, however, would have to 
be held within reasonable limits by the federal 
authority and kept from assuming destructive and 
wasteful forms, 

The primary objective of the system should 
be to use each form of transportation to the sans 
long-run advantage of the public itself, That is 
the basic criterion. 

Qe May I invite you, sir, to turn 


to the somewhat thorny question of the rail coming 


into the road -- I-do not mean literally, but rail entry 


into highway transport, 
Has Saskatchewan given any consideration to this 


matter in eahieehion with its proposed system of 
regulation? 

A. The Board sees this as a matter 
which a federal authority might well have to deal 
with in attempting to preserve an effective degree 
of competition. The government of Saskatchewan, 
however, sees no objection to rail entry into 
highway transport merely because a railway wishes 
to operate a truck operation. On the other hand, 
it feels that the federal authority should be armed 
with power, presumably through control of entry 
and rate control, to prevent a situation developing ae 


or, better still, to stop it when it develops, if 
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that is not possible -- where a highway subsidiary 
or affiliate of a rail company so conducts its affairs 


with a view to the compete removal of its competitors, 
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However, in Saskatchewan's view the 
federal authority should possess ives wees would 
enable it to prevent the growth of monopoly among 
highway operators, This again is a complex field, 
but'a judicious use of control of entry and control 
of rates, together perhaps with control over 
consolidation or merger of large concerns, should 
in themselves go far towards achieving this end, 

Qe You said also, sir, that another one 
of these purposes to be achieved by this regulatory 
system would be uniform standards in equipment and 
operation, Can you elaborate on that? 

ms In Saskatchewan's opinion it would 
be desirable that the federal authority should set up 
and enforce uniform basic or minimum standards of 
equipment, Similarly, even although it is a matter 
which is probably within federal jurisdiction, the 
authority might well provide for basic standards of 
safety, including perhaps as a condition of safety 
hours of work, anetbte hours of work for drivers. 

Q. What about weight restrictions? 

A. In Saskatchewan's view it would 
be desirable, if possible, to work out a uniform 
system of weight restrictions among the various 
provinces, Again this would, I think, be a matter 
within the legislative jurisdiction of the provinces. 
This might, however, be a fruitful field for 
cooperative effort between the provinces and the 


federal authority. 
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1 
, Q. Under the province's suggested 
3 Scheme, Dr. Britnell, would the ‘inter-provincial truck 
4 operator still be required to license his vehicles 
5 in the provinces through which he operated? 
6 A. That question involves, of course, 


| 
| 
| 
| 
| 
| 

¥ the revenue position of the provinces, Saskatchewan 

is anxious that this should be completely protected 


8 

9 for the individual provinces, It is the province's 

10 opinion that this revenue position need not be affected 

11 by the setting up of an overall transportation authority. 
12 Saskatchewan suggests that the mechanics of application 

13 to the federal authority and the licensing of the 

14 truck operator by the provinces affected would involve 

15 first an application by the operator to the federal 

ie authority for an operating authority permitting him 

7 to engage in some inter-provincial haul, and having 

18 secured his operating authority the trucker would 

19 then have to secure from each of the provincies 

20 affected by his run the necessary licenses to travel 

‘4 over their roads, The provinces would not, of course, | 
22 be able to deny him the license provided he complied | 
23 with all the laws of general application with the | 
24 securing and holding of such license, | 
25 s Q. In Saskatchewan's view would that 

6 federal authority exercise any control over international 
97 truck operations? 

28 A, The province is unable to see that 

99 it would be possible towork out a scheme under which 


30 rates covering the Canadian portion of an international 
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run could be controlled effectively in the sense of 
setting maxima and droffing non-gompensatory rates, 

On the other hand, in Saskatchewan's view all the 

other requirements of the federal authority should 
apply to international ‘operations, Those tariffs 
which have to be filed and published tuenia be subject 
to control, entry and so _ on, 

Q. Does Saskatchewan take the position 
that a private carrier engaged in an inter-provincial 
haul should be subject to this ;regulatory system? 

A. No. Saskatchewan cannot accept 
the prpoosition that a person should not be free to 
carry his own goods wherever he wishes to without 
securing ;special ;permission. In Saskatchewan's 
experience the operations of a private carrier have 
not given rise to any significant problems in the 
control of intra-provincial operations, The farm 
truck, I Re a in Saskatchewan is the most obvious 


example of this. To some extent private carriers 


probably engage in the inter-provincial movement of 
livestock from Saskatchewan to Manitoba, but again 
here this has not, in the experience of the province, 
given rise to any significant problem, It may well 
be, however, that other provinces in which the private 
carriage of goods has assumed greater propertions 

may have a different opinion on the subject arising 
from their experience. We can only ground ourselves 
on our own experience, 
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international phase, would you expect that the province 
would have control of that or the federal government? 
Supposing the trucking concern is Solely within one 
province internationally from, say, the United States 
to the United States, Under your thinking who would 
have the control? 

MR, GARTER: With respect, sir, I think 
that probably involves a question of law with 
respect to the jurisdiction over such an undertaking, 
If I may give my opinion, it is that such a haul, 
being not an internal undertaking within the province, 
wholly within the province, would be within federal 
jurisdiction on the basis of the Winner case, At 
least that is my best opinion, I don’t know that 
Dr. Britnell can assist us on that, 

Now, I have no further questions to put 
to Dr. Britnell, 

I suggested a moment ago that we might 
be skirting upon the fringes of the question of the 
contract carrier, I think upon considering that 
it might be drawing too long a bow to say that we 
have even sniffed at it so far, 

Might I say that the evidence I have got 
out so far from Dr. Britnell is the submission and 
opinion that the province of Saskatchewan has come 
to, We might be able to add something to them with 
respect to that particular point, I shall consider 
that, if I may, overnight, and if we can add anything 


useful to what we have said so far we shall do so in 
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the morning. 

THE CHAIRMAN: Thank you, doctor, for a 
very complete submission, 

Mr, Cumming? 

---CROSS <EXAMINATION BY MR, CUMMING: 

Q. Dr. Britnell, I am interested 
firstly in what I think may be fairly described as 
the principal proposal advanced by the province of 
Saskatchewan, namely the matter of a national 
transportation subsidy which you deal with in the 
latter part of Part III of the submission, 

MR, CARTER: It pains me, sir, to rise 
with the very first question that is put to the witness 
in cross-examination. However, I am not objecting 
to the question, but I would refer my learned friend 
to the note of caution which I sounded in my opening 
remarks on friday to the effect that, by virtue of 
the position that the province was in, as I said 
at that time, it has had in certain areas of analysis 
to restrict itself to general principle only, and 
as an example of that I cited in particular the 
subsidy proposal, Now, I am not rising to object 
to my learned friend's question; I am rising again 
to underscore the word of caution I then put forward. 

THE GHAIRMAN: Mr. Cumming, carry on. 

MR. GUMMING: And, of course, I have in 
mind the note of caution to which my cried referred, 
I intend only to deal with what I thought might be 


fairly described as matters of broad principle in 
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respect of which Dr. Britnell, with all his experience 
in transportation matters, may be of some assistance 
to us, 

MR, CARTER: That rasies another question 
again, We have called Dr. Britnell as a witness 
on behalf of the province of Saskatchewan. The 
evidence he has given in the submission of the province 
is just that, it is the submission of the $fovince, 

THE CHAIRMAN: We will make more headway 
if we carry on. 

MR, CARTER: I think it would not be 
proper merely to seek to bring out personal opinions 
to any marked extent beyond what is stated in the 
submission of the province, 

MR, SINCLAIR: Well, Mr. Chairman, the 
man in the box is a very distinguished farmer who 
has been very successful in the year 1960, and I 
certainly hope to get that on the record, 

MR, CUMMING: And, of course, Mr. Chairman, 
if these questions I have in mind to ask are matters 
with respect to which Dr. Britnell doesn't feel he 
wants to express any opinion, well, I will immediately 
pass on, or perhaps they will be matters on which the 
province of Saskatchewan will, in the light of the 
concluding paragraph, give the benefit of their 
views at a later stage, 

Q- As I understand this proposal, 
it is founded on the premise which is expressed in 


paragraph 71, that the view of the government of 
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Saskatchewan is that the preservation of the railway 
System of Canada is an essential in every respect, 
and that seems to be quite clear, Would it be fair 
to assume as well that as perhaps a second leg of 
the foundation of this proposal the preservation of 
the railway system is dependent upon maintaining 
financially sound railways? 

A. Yes. I think we have said that 
in several places, 

Qo Now, when you suggest that because 
of difficulties of solving problems through revisions 
of one sort or another in the rate structure there 
be substituted a national transportation subsidy, 
have you given any consideration to the level of 
that subsidy? What I have in mind is this: are 
we simply to take the status quo of railway rates 
as they are today and then, through the medium of 
a national transportation subsidy such as you propose, 
subsidize the future revenue requirements of the 
railroads which may be essential to them in order 
that they can carry out their task? 

A. Well, there are two parts I would 
like to make to my answer, The first is -- and I 
think perhaps the arrangement of Part III will make 
it clear -- that Saskatchewan has looked or tried 
to look at every possible way out of the situation 
and, rather reluctantly -- and I say that advisedly -- 
has been forced back on to subsidy as the only way 


out, It is not that we are enamoured of subsidies by 
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2 any means, but we just can't find any other gimmick 
3 that might produce the happy condition where we 

4 could relieve the intolerable burden on the western 
5 provinces and also ensure the financial solvency -- 
6 I put that too strongly -- the continued efficiency 
7 of the Canadian railway system, 

8 Now, on the second part of your question, 
9 Mr. Cumming, one thing we are most anxious to avoid 
10 is that under any subsidy arrangement, as we say in 
11 the very last sentence on page 25 of paragraph 73, 
12 "Tt (that is such subsidy) should not be of a nature 
that would simply result in the Federal Treasury 


underwriting railway revenue deficits." Now, I 


don't know how far -- and I proceed with some 
embarrassment -- I am speaking for myself and how 


far for the govermment of Saskatchewan in this. 

Q. Mr. Carter will protect you, Dr. 
Britnell,. 

A. But I think that any federal 
government -= and I believe this bears directly on 
the last part of Mr. Cumming's question -- should not 
be put into the intolerable position of having 
one of its agencies in the position in effect of 
being able to write a blank cheque on the treasury 
for X dollars because a railway system says it 
requires that, So any subsjdy device has got 
to protect the federal treasury against a highly 
fluctuating level or a highly fluctuating subsidy. 


I am putting that rather badly -- a subsidy that 
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could go up and down like a switchback railway, and 
presumably most of the time go up. 

THE CHAIRMAN: Well, what should be "x"> 

THE WITNESS: I really haven't any idea 
what "x" should be in terms of railways, 

few; I think, if I might go a little out 
on that as an extension of the question, that so 
far as the relief of the prairie provinces is concerned, 
Some form or adaptation of the Maritime: Freight Rates 
Act, a Western Freight Rates Act, shall we say, would 
satisfy the west in terms -- I can't speak for 
Mr, Frawley's or Mr, Mauro's problems -«-- 

THE CHAIRMAN: Could you put a dollar mark 
on it? 

THE WITNESS: No, We had hoped that the 
Commission, with all its resources and the agencies 
which are associated with the Rigia> crvevaraet: would 
arrive at that, Perhaps you would not think we should 
have as much as the Maritimes, We would be a little 
loath to settle for less in view of what I have 
reviewed for the last few days; but we would be 
prepared to consider the percentages in the Maritime 
Freight Rates Act as applicable to western Canada; 
and, of course, if that were so, the railways would 
profit by the enhanced or the increased volume of 


traffic which could be expected, 
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Q. Now that you have mentioned, Dr. 


Britnell -- and I will come back to this general question 


of your transportation subsidy in a few moments -- and 
now that you have put it in terms of a western-maritime 
freight rates act, do you envisage the mechanics of it 
as operating in the same way as the present Mritime 
Freights Rates Act? 

A. As far as we are concerned, I think we 
would wish some changes in that I think it should involve 
or should cover all traffic moving into and out se the 
western area with the exception, of course, of that 
traffic which is already moving at statutory rates, 
together with movements of traffic inside of the area -- 
with that qualification, 

Q. With the exception of statutory rates, 
would it apply to all types of rates, inbound, outbound 
and within? 

A’ Presumably it would not apply to 
agreed charges, although I am getting beyond my depth 
here, I am not a freight rates expert, but I can't 
conceive of it applying to agreed charges. 

Qe Would you limit it to the railways or, 
would you, as the Maritimes Transportation Commission 
has suggested recently, say that it be extended to 
other carriers? 

A. I don't think the other carriers should 
get in automatically. I think a first condition of 
their being considered -- and I would not be prepared 


to go further than that -- a first condition of their 
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being considered eligible would be the setting up of 


this central regulatory body which we have described, 
and the truckers coming in and complying with the 
rules and regulations there, 

Q. Is the western-maritime freight rates 
act which you have suggested the national transportation 
subsidy that you envisage, or is this just a measure 
for the relief of the transportation picture in western 
Canada? 

A. Of course, it is essentially a hekears 
of relief for western Canada, We would hope that as 
a result, as we stated, that it would have the effect 
of encouraging commerce and of bringing some prosperity 
to the rails by the increased flow of traffic from 
east to west and west to east, 

Q. But I take it that the western-maritime 
freight rates act, since we have styled this new 
statute that way --- 

A. I am encouraged that you refer to it | 
that way. | 

Q. Is not the complete answer to the 
transportation problem, and to the extent that falls short 
we are still going to have to have, in the light of your 
submission, a national transportation subsidy to take 
up the slack elsewhere; is that right? 

A. I don't think I said that anywhere. I 
don't think we go any further than the suggestion of 
a subsidy, and this is what we had in mind by the 


subsidy. Now, it is quite possible that the railways 
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may require in the judgment of the Commission, after 
all the evidence is in -- and we, of course, have seen 
practically nothing of anything from the railways as 
yet except the volumes on Crow -- but after all the 


evidence is in it is quite conceivable the Commission 


may feel that some special assistance has to be provided 


to the railways even over and above the stimulus to 
their traffic which may result from a western freight 


rates act. 


Q. I am sorry, I understood -- and I 
may have misapprehended your answer -- I understood 
that in answer to an earlier question of mine you 
indicated this western-maritime freight rates act 
would be the relief that western Canada needs? 

A. yes. 

Q. But we are concerned with the broad 
national picture, and I just wanted to be clear: do 
you feel that that relief will solve the national 
problems or that there may be something left over? 

A, Well, I can't tell because I haven't 
got enough information, I would hope that such a 
subsidy would go some distance, at least, towards 
meeting some of the problems of the railways, but I am 
not precluding the possibility that they may need more 
than that. 

Q. I appreciate that you suggest in the 
last sentence of paragraph 73 that this subsidy should 


not simply result in the federal treasury underwriting 
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railway deficits. What have you in mind in connection 


with the subsidy to secure that there will be incentives 

or inducements to the railways to effect economies in | 

their operations? | 
A. Well, simply this, that with the estab- | 

lishment of a western freight rates act I would not 

hold back for one minute from the present structure of 

applications for increases. That is, I would take 

it as axiomatic that we must preserve the present 

machinery of application for rate increases kay 

any other device simply means building a syphon into 

the federal treasury which can be turned on or off 

as requirements arise, but, as we say at the very top 

of the page, Mr. Cumming, or at the bottom of page 24, 

"It should mitigate to a degree the divisive effect 

of great distances by absorbing a portion of the trans- 


portation cost and blunt, to some extent at least, the 


sharp edge of any future general increases." That is 
the horizontal increase method by which -- and I am 
embarrassed, as I don't like to say it -- which we 


dislike so cordially but from which we can see no 
escape is likely to continue, but at least it will be 
biunted in that 20 per cent or 30 per cent of it will 
be held down by the freight rates act. 

Q. Some sort of subvention? 

A. Yes. 

Q. But do you feel that with the institutim 
of this sort of subvention scheme that you have been 


describing in general outline and retention of the 
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requirement that the railways must go to the Board for 
general revenue increases, that that alone will retain 
incentive for the railways to effect economies in their 
operation? 

A. I would not like to say. I am not 
certain that that is the case, but I would think that 
with the Board sitting there, if the Board is, as I 
assume it to be, vigilant in the public service, that 
they would be required to prove -- they, the railways, 
would be required to prove their requirements “Te a 
freight rate increase could be saddled upon us. 

Q. Would proving their requirements entail 
also proving that they had, as nearly as may be achieved, 
effected all the reasonable economies that might be 
within their reach? 

AG Oh, yes, I would think so, 

Q. Right down to details of operating 
matters, equipment, expenditure, and all that sort of 
thing? 

A. From what little I know of the rate | 
cases over the last fifteen years there has been a con- 
siderable examination of railway accounts from time to 
time. Mr. Sinclair would know more about that than I 
do, but I think that is true. 

Q. I think Mr. Sinclair would go along with 
the last part of your statement, anyway. Would this 
put the onus on the railways, in seeking a rate increase 

-- a general rate increase -- to satisfy the Board that, 


for instance, they had pursued an abandonment policy 
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with all possible vigour? 

A. Well, of course, an abandonment policy 
raises a great many other problems as we have touched 
upon here, An abandonment policy of great vigour 
might result in very heavy losses to other individuals 
and concerns across Canada that would be greater than 
the loss sustained by the railways. However, in that 
matter I would be prepared to leave it to the Board 
of Commissioners as to whether they were satisfied 
that the railways had not been too slack in site. 
forward with the proposals for abandonment. I don't 
think it has ever been suggested they have been, 

Q. Where does the question d the railways' 
other income come in, if it does come in, in your 
suggestion of a national transport authority? 

A. Under the very firm directive in the 


letter from the Secretary of this Commission we felt 


that was an area which we were precluded from examining. 


Neither have we been able to extract from the railways 
the information which we might use as a basis for 
examination. So, we have nothing to say about the 
question of other income at this time. 

Q. Not even in relation to a national 
transportation subsidy payable to a corporation like 
Canadian Pacific? 

A. No. We would have to examine that 


after we had the information. 


Qe Even on a general question of principle, 


apart from knowing the details of whether this other 
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income is good or bad -- is your position still the same? 


A. Our position tentatively, until we get 
further information, is that we would be prepared to 
go along with the present position of other income, I 
would like to reserve the right to change our opinions 
on that point if and when we get the information. 

Q. Would it be fair to ask whether the 
basis of a change, in your view, would depend on the 
dollars and cents picture? 

A. No, not necessarily. 

Q. What sort of principles, or what sort 
of matters of principle might lead you to change your 
view? 

A. I have no idea because we have not 
looked at it. We thought we would get the information 
first and then have a look at it. 

Q. Do you envisage any possibility of the 
sort of subsidy that you are suggesting being self- 
liquidating, or is it inevitably a continuing thing? 

A. I can't imagine that it would be self- 
liquidating, although there is always that hope. It 
has not been in the case of the maritimes, and I think 
we have suffered almost as grievously. 

Q. Unless other carriers were to get the 


benefit of the western-maritime freight rates act, do 


you fear any adverse impact on competitive transportation 


services in western Canada? 


As I am sorry, I didn't quite get that. 


Q. Unless the other carriers -- the trucks, 
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particularly -- come within the ambit of the western- 
maritime freight rates act you suggested, do you 
anticipate that there would be any adverse effect on 
competition in transportation services? | 

AX Well, I am afraid we haven't given 
enough consideration to this matter to take up any firm 
position, but I would say we do not start out with 
any prejudice at all against the truckers coming under 
the scheme once they are under the regulatory authority. 
We realize that the actual technique of working out 
to what type of truck traffic it should apply would be 
a fairly tall order for the regulatory authority and 
for the Board. 

Q. Im any event the extension of this. 
to truckers, other carriers, would, as I understand 
your evidence earlier, be contingent upon the establish- 
ment of a national transportation authority and the 
inclusion of at least interprovincial trucking under 
the umbrella of its regulation? 

A. yes. 

Q. The Chairman asked you if you had any 
idea what the dollar amount that is involved would be, 
and I think I canperhaps appreciate your hesitation in 
trying to estimate it. It would undoubtedly be a 
substantial figure? 

A. yes. 

Q. I notice from the Canadian National's 
brief which has been recently filed -- perhaps my friend 


is fussed about the marking "Confidential", and I 
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2 certainly don't intend to read it. All I intend to 
3} do is read a list of the subsidies which Canadian 
4 National is now paid and I happened to find it here. 


5|| Does Mr. McDonald have any objection. 


6 MR. McDONALD: None at all. | 
7 MR, CUMMING; Q. Canadian National, as I | 
8 understand it, Dr. Britnell, now receives reimbursement 

9 from the Canadian Government under these subsidy tea 


10 ments: the Freight Rates Reduction Act, which alltold is 
11 in the order of $20 million -- that is between the two 

12 railways. The Maritime Freight Rates Act which comes 

13 to a total of about $13 million. The bridge subsidy 

14 for which something of the order of $7 million is 

15 now paid, There is a total of, roughly, $40 million. 

16 There are four others listed, and I am not sure what 

17 they amount to. They are listed as the North Sydney- 

18 Port au Basque Gulf Service; the North Sydney Island 
Port Service; the Prince Edward Island Car Ferry 

Service, and the Newfoundland Coastal Service. Then 
there are federal payments made at least in respect of | 
transpatation servicd, coal subventions, and under the | 
Feed Grain Assistance Act, and we have a submission | 
before this Commission from the railways respecting the | 
movement of grain to export positions, which may be 
described as a cost of the order of about $70 million. 
Without getting any figures on these last four sub- 
sidies in the C.N.R. brief, there is $110 million. 
Perhaps Mr. McDonald could give us the figure of the 


deficit of Canadian National from the annual report? 
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MR. McDONALD: I haven't it with me at the 
moment. It is in the last annual report. 
MR. CUMMING: Well, I am not trying to be 


precise: would $50 millio be on the high side? 


MR, McDONALD: It is closer to $40 million. 

MR, CUMMING: Q. All right, there is 4 total 
of $150 million a year from the national treasury in 
respect of railway transportation service. The 
bill having got that high to the people of Canada, may 
I ask you this, Dr. Britnell -- and perhaps ee might | 
want overnight to think about it -- have you considered | 
whether or not it would be preferable to nationalize | 
the railway rather than just to keep on adding to these 
bills? 

MR. CARTER: Would you like that list of 
subsidies before you answer that? 

THE WITNESS: I think, in view of the mag- 
nitude of that question, I should prefer to sleep on 
16% 

THE CHAIRMAN: Very well, then, we will 
adjourn until ten o'clock tomorrow morning. 

MR, SINCLAIR: Mr. Chairman, we have not 
got the Manitoba brief yet; we have not got these 
submissions. There are seven chapters or submissions 
from Alberta, and my friend Mr. Mauro has a half interest 
in two of them, 

THE CHAIRMAN: I thought you were talking 
about Manitoba, 


MR, SINCLAIR: But he has a half interest 
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in two of these which we haven't seen, and we got 
Chapter II of his submission which I have just taken a 
short look at which, as I have said before, was outlined, 
but we don't know what the half interest in these two 
that are in the joint situation of the provinces is, 

and the briefs are interrelated, I can say that as 

far as I have only had a few minutes with them, it does 
seem to me they are interrelated. 

MR. MAURO: The Manitoba submission that you 
fave before you now is the complete text of Nusiesshoate 
laid before this Commission, I think somewhat fully, by 
Premier Roblin in February. My learned friend is 
correct, and the Commission knows that I have a half 
interest with my learned friend Mr. Frawley in Mr. 
Robert Banks who is to submit cost evidence. There is 
no relationship between that, however, and the evidence 
which Mr. Stechisin will be submitting.. In addition, 
so that the Commission sees my position, there is 
another brief to be presented by Dr. Ernest. Williams 
of Columbia on general problems, but it is not related 
to Mr. Stechisin's submission at all. 

THE CHAIRMAN: Mr. Mauro, our procedure 
will be to clean up Dr. Britnell, Mr. Fairley and then 
Mr. Stechisin, 

MR, SINCLAIR: All I can say is, I must 
formally object to the Commission receiving submissions 
on behalf of the Province of Manitoba until their entire 
submission is in, in accordance with the rulings made 


by the Commission last June, and I ask for a ruling on 
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that objection, and this would go also for Mr. Frawley. 
MR. FRAWLEY: Oh, no; I haven't been called 

at all yet. I explained my position the other day. 
THE CHAIRMAN; We will adjourn until 


ten o'clock tomorrow morning. 


---Adjournment. 
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Ottawa, Ontario, 
Tuesday, 
September 20, 1960. 


---On resuming at 10.00 a.m. 


---Commissioners Gobeil and Mann not present. 


THE CHAIRMAN: Order, please. 


MR, CARTER: In the courseof Dr. Britnell's 


evidence yesterday, sir, having to do with the proposed 
scheme of regulation covering all transport media, Mr. 
Commissioner Mann raised the question of the contract 
carriers, I said at that time, sir, that we would 
give this some consideration overnight and I find there 
is something which we feel we can probably add having 
to do with that matter. I have spoken to my learned 
friend Mr. Cumming about that, and he has been good 
enough to agree that I can interrupt at this point and 


go over this with Dr. Britnell. 
GEORGE E, BRITNELL, recalled 


FURTHER DIRECT EXAMINATION BY MR, CARTER: 


Q. In the course of giving your evideiice 


yesterday, Mr. Commissioner Mann asked in effect whether 


the Government of Saskatchewan had given any considera- 
tion to the position of the contract carriers under 

its proposed system by which interprovincial trucking, 
together with other transportation media, would be 


controlled. 
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Have you, sir, anything to add on that point 
to what you gave yesterday in your evidence? 

A. Saskatchewan has not given any par- 
ticular consideration to the position of the contract 
hauler under the system of regulatory control which 
the province suggests. From the other conclusion, 
however, which the government arrived at in this 
area I think it is possible to see where this type of 
carrier would fit in under the proposed system, 

Q. Could you, then, sir, please dtatoowte 
on that? 

A. To begin with, a contract hauler could 
not be permitted to operate independently under the 
regulatory system. He would have to secure an 
operating authority and in so doing he would be subject 
to the right of the federal authority to control entry. 

Q. Would the contract carrier have to 
satisfy the same requirements as the public carrier in 
order to secure entry? 

A. Probably not. Having in mind the t,,e 
of operation which such a hauler would propose to 
undertake the particular criteria to be applied might 
very well differ from those by which the entry of 
public carriers would be controlled. 

Thus, if public necessity and convenience was 
the criterion ordinarily applied to the entry of public 
carriers, it would seem likely that this particular 
requirement would apply with at least less rigour to 


the contract hauler. 
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Oe Apart, then, from a possible relaxation 
in control of entry would all the other requirements 
of the federal authority apply to the contract hauler? 


A-. There are perhaps other areas where the 


requirements which Saskatchewan has suggested as forming 
a part of the machinery of federal control would wot 
apply quite so stringently. Thus, it would seem only 
sensible that a contract carrier should not be required 
to observe the minimum requirements for cargo insurance 
which public carriers might have to meet. eoagine hie 
the safety of the cargo would be something to be worked 
out and provided for between the contract carrier 
and the shipper he agreed to carry for. 

Q. Would the federal authority exercise 
any authority over rates? 


Ay It seems likely that the federal eee 


ee 


would have to exercise some control in this area, Pre- 
sumably, such a carrier would have to file his rates 
with the authority, but probably he would not be re- 
quired to publish them. 

Further, it would seem essential that the 
federal authority should have power to fix minimum 
rates at a compensatory level below which the contract 
earrier could not go. On the other hand, it would 
seem that maximum rates would not have to be set. 

The fixing of the particular rate which the hauler 
would charge would then be a matter for negotiation 
between the hauler and the particular shipper involved; 


the only restriction being that the rate agreed upon 
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2| must be compensatory, 

3 MR. CARTER: This is all, sir, of the further 
4] evidence which I wished to get out on that point. 

5| Thank you, Mr. Cumming, for letting me interfere, I 

6 believe, sir, Mr. Cumming will now be bringing Dr. Britnela 


71 back to the last question just before we adjourned, 


8 THE CHAIRMAN: Before he does, yesterday 


| 
9! afternoon Mr. Sinclair made an objection, and the Ca 
10] sion has ruled that we will not adjourn Mr. Stechisin | 
1} put you will have the right to stand him down, | 


12 MR, SINCLAIR: One thought occurs to me, sir, 


in the light of the ruling of the Commission and in view 
of the situation in which we find ourselves, and that is 
notwithstanding the fact that we thought we were to re- 
ceive certain material on specified dates we now do not 
know when we are going to receive it. And, asa | 
Suggestion to the Commission, if they -- and obviously | 
they have decided to be lenient with the delinquents | 
and transgressors -- I don't know how long this leniency | 
is going to continue, or --- : 

THE CHAIRMAN: Well, that worries us, too. | 
We are very annoyed, and when counsel come from the | 
provinces we will ask them when we may expect Mr. 
Williams to foreclose his evidence. 


MR. SINCLAIR: And also Mr. Banks, Thank 


you, sir. 
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CROSS-EXAMINATION BY MR. CUMMING (Cont'd); 

THE WITNESS: Mr. Chairman, I should like 
to analyse one or two of the assumptions in answering 
Mr. Cumming's question. 

Q. I am afraid there was a page of them, 
It seems to ve a habit --- 

A. I worked my way through --- 

Q. I may say you will agree the question 
itself is short? 

A. Yes, the question itself, once ae get 
through to it, is quite short and pungent. 

The first group of subsidies to which you 
refer, Mr. Cumming, was -- I think we can take them as 
a group -- the Freight Rates Reduction Act, the 
Maritime Freight Rates Act, and the Bridge Subsidy, 
amounting to a total of about $40 million, 

Now, under this $40 million, it is quite 
_ obvious that the private railway -- I have no exact 
figures -- does not get probably more than one-half in 
view of the rather entrenched position of the C.N.PF. 


in the maritimes, so that --- 


MR, SINCLAIR: So that there will be no doubt | 


in your mind, we get about $1 million out of the $13 
million, 

THE WITNESS: Well, I was referring to the 
$40 million. That certainly brings the whole total 
of $40 million down to less than one-half which the 
C.N.R. gets from the three subsidies. 


MR, SINCLAIR: And if I may say so, the word 


a(bromo0 8 nae 
a ihe ae ee 
ae x h 


= 
iv 


faa ow oom , 2 conde, nononeup ® ve ee, ae 
- Srieinniats bers trode eetup ae sana 
nny “do dato od eetbtedua to wong, ws on 


88 nadt oiad oe SW soy ib urn sam 


om * 


ould ‘aoe A aotsouhes seten ane vt 


4.0 add Vo  notsteng bewianonae, mits . 
Baty i ot ets, on 89m, 
\tdwed sa sd Litw eveds saa oa ame 


ed opt 40 suo “tobttitn ja sediiae 


iS 
i Ri, at : vs ‘ 


one ov sinatihelatid ocr ee ye 


"ate ofode ent ayetred ents 


3 


ce 


~ 


9 


ANGUS, Sronecuss & £2: LTD. Britnell, cr-ex 15351 
(Cumming ) 


THE WITNESS: Obtains; is granted? 

MR, SINCLAIR: To give to someone else, 

THE WITNESS: Yes, I rather think that Mr. 
Sinclair has a point there, reluctant as I am to concede 
it, that these are national transportation subsidies 
rather than perhaps subsidies to the railways, but I do 
not want to get into quibbling about that. 

MR. SINCLAIR: That is not quibbling; that 
is factual, 

THE WITNESS: I will pass over those four 
services to which you attach no price tags, Mr.Cumming, 
and perhaps there might be considerable argument as to 
whether they are transportation subsidies that affect 
the C.P.R. very closely. 

The next two --the coal Perea tant it seems 
to me is definitely not a matterof transportation or 
railway subsidy, but a matter of Dominion coal policy. 
The same applies with equal cogency, I think, to the 


federal Grain Assistance Act which reflects government 


agricultural policy. 


Coming then to the next item to which you 
have attached a price tag, the $70 million respecting 
the movement of grain to export positions requested by 
the railways, I was not aware that we really could take 
that into consideration because I did not know that there 
was any, or I assume there is no finding yet by the 
Commission that the railways are to get this $70 million. 


Q. The question in that respect was to some 
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extent hypothetical? | 
A. Yes, yes. That is just exactly what I was 
goin, to say. 
Finally, with respect t8*Zike C.N.R. deficit, 
the final item, this deficit is, I think, in substantial 
measure a result of the nationalization of private 
railways. In fact, one might call them railwav white 
elephants, and I do not see how the deficits on the 
operation of the C.N.R. could possibly be adduced at 


any time as support for the argument of nationalizing 


the C.P.R. 


Thus, it seems to me that the $150 millions 
in the final question is reduced to about $20 millions, 
or about one-half of the first three subsidies which 
would be payable to the C.P.R. 
Now, Mr. Chairman, I would not go so far as 
to say what is $20 million. 
Q. You would not even say what is a million? | 
A. No, I would not even say that, but it is 
not an overwhelming part of the national budget of | 
around $5 billion. In fact, compared relatively with | 
most of the supports to railways ever since Confederation 
it is by no means a small item. | 
It may not be a bagatelle, but it is by no 
means a large item, rather. 
Also, I might say if the C.P.R. is, and heaven 
forbid, on the way to becoming a railway white elephant 
along with the other railways that were nationalized, 


then I personally would not want any part of nationalizing 
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atin Britnell, cr-ex 15353) | 
(Cumming ) | 

| 

hl I would not want to do that at &1.1., So that it | 


| 


seems to me, sir, the $20 million to which I think I have, 
in fairness, reduced this $150 million in terms of an 
actual example does not create a very valid argument 

for nationalizing the C.P.R. 


| 
I 
( 
Now, these are my own Opinions, of course, 
quite clearly. The Government of Saskatchewan has 


not considered the question of nationalizing the C.P.R., 
and is not putting that forward as a recommendation, 
THE CHAIRMAN: How important is the feed grain 


assistance subsidy to Saskatchewan? 


| 
THE WITNESS: I suppose that is a matter, sir, 
of opinion, I do not regard it as of first class 
Significance at all in terms of the western producer, 
In fact, it may actually result in subsidizing the | 
production of livestock in eastern Canada that might -- 
and I think you can make out a case for that -- be pro- 


duced in western Canada, if it were not for the subsidy. 


MR. CUMMING: Q. Now, just dealing with 


the subsidy proposal of yours a little bit more, if I may, 
Bre Brinneli . It would, I take it, apply to the whole 
of the western region; that is, to the prairie provinces 


and to British Columbia? 


A. Sea. I would like to correct the first 
part of my statement where I referred to the prairies. hi 
meant to be inclusive. I would include the ultra 
mountain friends, if they would allow us to include them 
at all, and I would add Mr. Brazier to the counsel for 


which I could not therefore obviously speak, but I would 
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f 


hope it would be western, and I think that is the 
term we used except at the very beginning. 

"'@, Have you in your mind about this a subsid 
aS a measure of regional relief or do you think that 
Subsidy payments should be related to the transportation 
work done? 

A. f am afraid I do not quite get the 
distinction, Mr. Cumming. 

Q. Well, now, should it be tied, say, for 
example, to specific movements or types of movements 
or specific commodities or general classes of com- 
modities -- something of that sort; or do you envisage 
it as something much broader; something which might be 
described as a regional relief? 

Ay I would think it would come in the first 
category, which is most closely analagous to the 
Maritime Freight Rates Act as I understand it, 

THE CHAIRMAN: This proposal was made to the 
Turgeon Commission, too? 

THE WITNESS: Yes, we are consistent in 
that respect, at least. And I would look upon it, Mr. 
Cumming, if I may just make one further point, as 
compensation for the effect of national policy upon 
the western economy. And, again, I would look upon 
it and describe it perhaps as a transportation subsidy, 
but not of necessity a subsidy in that respect to the 
railways themselves. It would be a transportation 
subsidy to relieve the west of some of the burdens of 


national policy. 
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MR. CUMMING: Q. Would that emphasis 
in the subsidy remove any objection there might other- 
wise be to the payment of a Subsidy to a company which 
is earning a profit, however inadequate that company 
thinks its profit may be? 

A. Well, yes, I think so, because it would 
be merely paying part of the freight bill which that 
company would otherwise collect one humred per cent 
rather than, say, seventy per cent or eighty per cent 
from the shipper. 

Q. I see, I am going to pass to some- 
thing else, if I may, Dr. Britnell, unless the 
Commissioners have anything --- 


THE CHAIRMAN: Go ahead. 


MR, CUMMING: Q. On page 20, paragraph 57 -- 


A. Which part is this? 
Q. I am still in this same part. 
A. Part III of our main submission? 


Q. Yes, Part III. Page 20, paragraph 57, 


and in the following paragraphs you outline your proposal 


for a Canadian transportation authority and included, 
as I understand your proposal here, will be all forms 
of transportation, railways, ships, aircraft, motor 
trucks and pipelines? 


A. Eventually. 


se 
€ 


Q. Eventually pipelines? 
A. Yes. 
Q. This is consistent with your views,at 


least with the Turgeon Commission's recommendation for 
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a general coordination? 


A. 


Q. 


Yes. 


Pipelines were at one time under the 


jurisdiction of the Board of Transport Commissioners? 


A. 


Q. 


yes, 


And to that extent I suppose there was 


an element of coordination? 


A. 

Q. 
position? 

A. 


Q. 


Yes. 


And then there was a retreat from that 


There was a retreat from that position. 


As a result, I understand, of a Royal 


Commission recommendation? 


A. 


Yes, I believe that is so, sir. 
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2 Q. But you envisage the day in the future 
3 when that what apparently would be described as a 

4 backward step will be rectified? 

5 A. Yes, 


6 Q. And that we will have a broad and 


| 
| 
| 
| 
| 
| 
| 
| 
” widely operating transportation policy? 
8 RK Yes, | 
9 Qo On page 12, going backwards again, | 
10 Dr. Britnell, and actually picking it up from the | 
11 last line on page 11, you deal with the one and one- | 

third rule. You say: "In other words, the application | 
of this rule," speaking of the one and one-third mile, 


"would produce the same vicious circle as is to be 


found in any alternative to the horizontal increase 


principle within the rate structure." 
And you discuss it further in paragraph 
30. Just so that we may have before us quite ¢Jearly 
the views of the province of Saskatchewan on Wie citves! 
is it your suggestion that the one and one-third rule 
Should be repealed? 
A. No, no. 


Qi Although, as I take it, you don't | 


feel that it does much good? 


A. No, We are ready to perhaps assume 
that it does some good but =- I should make our position 
clear there. Saskatchewan is not arguing that the 


problem of the’ long and the short haul does not 


exist and that something should not be done about it; 
but in the light of the experience of the last ten 


ties. 
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years we don't see how any effective measure of 
relief can be secured through the one and one-third 
rule, 

THE CHAIRMAN: It is not a remedy, 

THE WITNESS: That's it, It may be just 
an aspirin, 

MR, CUMMING. Qs: It is, generally 
speaking, a lame duck, but it is not quite dead; would 
that be the position? 

A. Yes. 

Q. And Saskatchewan is not prepared to 
administer the coup de grace? a 

A, No. 

Q. Earlier in this part of the submission 
on pages 3 and 4 you discussed the cost of service 
and value of service theories of rate-making, Dr. 
Britnell, and in paragraph 6 you say this: 

"There has been a great deal of 
discussion recently concerning the principle 
of cost of service without reference to 
rate-making. Much of this discussion 
appears to assume that if the trucking 
industry diligently pursues the cost of 
service principle a railway rate structure 
based on value of service must ultimately 
break down." 

Now, Doctor, as I understand the evidence 
which you were giving yesterday in connection with 


your proposal about the regulation of the trucking 
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1 
, industry, one of the important aspects of that was 
3 that within certain limits, anyway, competition 
4 in the transportation field be given free play? 
5 A, Yes, 
6 Qe Don't you think, Doctor, that with 
r the continued operation of competition in the 
3 transportation field almost inevitably transportation 
9 rates on all agencies will come to a cost-oriented 
10 base, if I may put it that way. 
1 A. I don't think I go quite as far as 


that. I think they will, and I think we have said 
they will come closer to it, That is, there will 
not be a large area between the cost of a service 
and what the traffic will bear, the demand side, 
It will be quite a long time, it seems to me, before 
you get down to the point you have just described, 

Qe But through this medium do you 
feel we can achieve the optimum resource allocation 
of facilities? 

A. Through cost of aereide? 

Q- Yes? 

A. No, I don't, at least for the present. 
We cannot see quite how that would happen. 

Q. But you do feel that it will happen 
through the normal play of competitive forces? 

A. Yes, 

Q- And to the extent that there is a 
difference between cost of service and the normal 


operation of competition, there is the measure of 
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the amount by which we might fall short, if I may 
put it that way, of optimum resource allocation? 

A. Yes, I think so, 

Q. Now, I am gorking backwards through 


this; having started that way perhaps I had better 


Part II, on page 28, in paragraph 73 you have this 


| 
! 
| 
| 
| 
| 
i 
stay that way, Going into the Saskatchewan submission, | 
| 
| 
to say: | 

| 


"Adaptations of national transportation 
policy to present day requirements mas® not | 
overlook changes in the pabtern of traffic | 
and of the rate structure, It must 
accommodate and foster changes which show 
promise of contributing to the fullest 
development and integration of the Canadian 
economy, At the same time it must have 
due regard for a legitimate sectional 
interest and for the balance of burdens 
and benefits with the fullest respect for 


the demands of regional equity." 


Can you see that desirable objective being 
obtained through the normal operation of what I might 


call the market mechanism, or do you think it is 


obtainable only in a fully regulated transportation 
system? 

A. I am not sure how fully regulated. 
I would certainly like to see all the other agencies 
eventually brought in and put on the same basis 


as the railways; and certainly, in view of the 
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creation of the railways as instruments of national 
policy and of the building of highways as part of 
same, I don't think this is one area that it is 
feasible to leave to the full play of market or price 
forces, 

Q. And, in fact, I think it would be 
fair to say, Dagtor, that the general sort of 
regulation that you contemplate for inter-provincial 
trucking as you described to us yesterday is pretty 
extensive? 

A. Yes, 

Q. And detailed? 

A. Yes, 

Qo Do you think there is any danger 
of this transportation authority which you advocate 
being set up and charged, as it would be, with such 
detailed regulatory duties would become what in 
effect would be the arbiter of regional economic 
destinies? 

A. I can't imagine that. 

Q. You don't think that by applying 
regulation to the extent you have suggested we are 
putting the country in a transportation straight 
jacket? agite 

A. | No, because I think all you are 
doing is providing a framework which will perhaps, 
for the first time, get into clear perspective the 
fact that the economy does not exist even for the 


C.P.R. or for any other segment of the transportation 
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TORONTO. ONTARIO Ceumitnts 
industry but that the transportation industry exists 
for the economy. 

Q. Your idea, I take it, is to achieve 
a regulatory climate that would be the same, to the 
extent that it is possible, for each media of 
transportation? 

A. Yes, to the extent it is possible, 
I am glad you put in those words, because obviously 


it is going to take time to work it out, 


Q. Now, just how far will this regulatory 


authority have to go? Will it have to take into 
account, for instance, say, the amount of public 
funds which are spent in airline terminals and that 
sort of thing and compensate for the advantages that 
air carriers get? 

A. In regulating trucks? 

Qe In the whole broad picture of 
regulation? 

A. Well, we have not projected it 
except ideally beyond the most immediate problem, 
which is that of trucking at present, and I would 
hope that a regulatory authority would move with 
some discretion amd feel its way toward the type 
of regulation that should be applied or even the 
criteria that should be applied in the regulation 


of other carriers. 


Qo In any event, this transportation 
authority would, over time and with the discretion 


you suggest, reach out into all fields of 
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(Cumming ) 
trasnportation? 
A, Yes, 
Q. Now, there are just one or two 


matters left, Doctor, which are perhaps more points 
of detail. On page 61 of Part I, paragraph 139, 


just as a matter of clarification here,, Yow are 


speaking of the mineral potentialities on the part 


of the province of Saskatchewan and for its cae 


development, and you say, "that the Saskatchewan mi 
government has instituted a program of inducements 
aimed at attracting exploration and development 
capital", Could you give us just some idea of 
the sort of inducements that are involved? 

A. Well, the most valuable in the 
encouragement of exploration and development 
capital are the programs which add to our knowledge 


of rock composition and structure, Geological 


mapping of the Pre-Cambrian Shield has been going on 


for many years, In 1960, that is this spring, the 
Department of Mineral Resources of the Government 
of Saskatchewan at Regina placal eight five-man 
parties in the field and intends to increase this 


number to ten next year. Aerial surveys of large 


tracts have also been undertaken to measure magnetic 


and electromagnetic properties of rock formations 
which may lead to the discovery of iron, base metal 
sulphide, or even asbestos deposits. Surveys of 
this type have been temporarily stopped in favour 


of geological mapping and ground evaluation. Maps 
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and reports for the above are printed and made 
available to the public. 

Another aspect is that resident geologists 
of the Department of Mines at Uranium City and 
La Ronge provide advice and information to prospeetors; 
industrial minerals geologists and others and also 
industrial minerals geologists, with headquarters 
at Regina, provide the same service to persons 
interested in sand, clay, coal, potash and the non- 
metallic minerals, 

The prospectors! school which the Government 
of Saskatchewan has set up and the assistance plan 
are valuable aids in training men and easing the 
burden of costs when inexperience or economic 
conditions are factors. Descriptive publications 
of one sort and another are furnished. 

Prospecting and eiulaiees groups are 
able to obtain, for specified periods, depending on 
the work performed, large blocks of land in order 
to raise funds and carry out large scale operations, 
Such arrangements are dalie by special arrangement 
or special agreement, ind so on. 

There are ‘al humber of other smaller aids, 
but perhaps that cives an idea of why we say a 
program of inducements. 

Qe z appreciate that; thank you, 
Doctor. It would appear from your general description 
of these inducements in the program that they are 


basically designed to overcome any adverse burden of 
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freight rates; you are promoting the mining | 
development in other ways? 

A, Yes, that is correct, 

Q. Going back to page 41, paragraph 90, 
you have been speaking generally about diversification 
in Saskatchewan's agriculture, and you go on to 


say: 


| 

| 

| 

| 

| 

! 

| 

| 

"Efforts of ranchers, farmers, 

organized agriculture, private organizations 

as well as Provincial and Federal Governments, 
ut 

have been directed towards improving the 

position of the livestock industry and 

encouraging its development, not only for 

the sake of those directly engaged in it, 

but also to broaden the base of the 

agricultural economy in the interest of ; 

the province and of Canada as a whole, 

A national transportation policy should 

be consistent with these aims," 

Could you tell us, Dr. Britnell, just what 
factors specifically there should be included in a 
national transportation policy in order that it 
should be consistent with the aims described? 

A. Yes, I think I can do that. The 
thing we have in mind there is that perhaps nowhere 
in the agricultural segment of the economy is the 
effect of horizontal increases so apparenté in 


discouraging livestock production, The existence 


of some institution, some system, some type of 
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assistance, such as the Maritime Western Freight Rates 
Act, would blunt the edge of ithe impact of freight 
rate increases on the livestock industry. I am 
thinking, for instance, that a horizontal increase 
when the rate is, say, a dollar -+ and I should never 
get into quoting rates -- a dollar for Saskatchewan 
to move to the Toronto market and 20 cents or 25 
cents for the personal located fairly close and 
aradnainc livestock fairly close to Toronto -- a 
horizontal increase may be as much or more ‘vans the 
total freight rate paid by the Ontario producer, 

Qe What you are speaking about in 
paragraph 90 is really a matter of rate relief? 

A. Yes. 

e. And that is the element of 
transportation policy uppermost in your mind for the 
assistance of agriculture generally? 


A. Yes, 


| 
| 
| 
| 


Qe Do you envisage national transportation| 


policy as being a single thing for the country, or 
is it a combination of regional considerations? 

A. Well, I think that the area that 
stands in greatest necessity of an extension, because 
that is what it is, of national transportation policy 
is the western area, The Maritimes have their form 
of relief from the effects of national policy. The 
St. Lawrence valley very definitely does not require 
it, So a national transportation policy is going, 


in the nature of things, to be concerned largely with 
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2 correcting some of the effects of national policy in 
3 the western provinces. 
4 Q. National transportation policy is 


not an end to itself but an instrument of national 


wm 


6 economic policy generally? 


7 A. Precisely. 

8 Q- Dr. Britnell, just one point of 

9 clarification, paragraph 62 on page 25. You have been 
10 speaking prior to this about the cost price squeeze 

1 which "obviously presents an extremely alarming 

12 situation for western agriculture, The \meviden 

13 farm-price stabilization program has played a 

14 significant role in this situation," I wonder 


if you would be good enough to elaborate on that, 
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A. I think perhaps the essence of: it is 
in the -- and I might elaborate from there -- in the 
last sentence in paragraph 64. 
"In 1958-59 price support for wheat 
averaged about 56 cents per bushel 'to 
bridge the gap between domestic price 
levels and sales prices under the 
International Wheat Agreement, ! Price 
supports are set by the United States 
Department of Agriculture," 
That is,the elaborate structure of price supports 
maintained by the United States Government and ad- 
ministered by the United States Department of Agricul- 
ture keeps the American farm price of wheat somewhere 
in the neighbourhood of $2 as against a farm price in 
Canada of around $1.30 or $1.35. 
THE CHAIRMAN: And aggravates the situation 
for everybody else? 


THE WITNESS: Precisely, because under 


the various give-away programmes of the American Govern- 


ment they have succeeded in beating the Canadian Wheat 
Board out of markets that were originally canaasén 
markets. F 

MR, CUMMING: Q. It is its impact in the 
world market that is contributing to this cost price 
squeeze? 


A. Yes. 
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CROSS-EXAMINATION BY MR. FRAWLEY: 
Q. Dr. Britnell, would you mind looking 
at pege 11 of Part II, paragraph 29, I just wanted to 


go over that first sentence with you: 


| 
| 
| 
| 
| 
"In the opinion of the Government of 
Saskatchewan the argument over the one and 
one-third rule simply illustrates the general | 
complaint of the exposed areas, namely, that 
lack of competition results in an exposure 
| 
to the full impact of the burden of main- | 
| 


taining the railway systems of Canada." 


Now, way I suggest to you that it would not do any 
violence at all and it would probably just elaborate. 
Slightly on whet you were saying if you said that lack 

of competition results in exposure of the ton esmsnkeeiye! 


areas to the full impact of the burden of maintaining 


| 
| 
the railway systems of Canada? That is the meaning | 
of the sentence, isn't it? | 

A, I think so; I can't disagree with that. | 

Q. Generally, your view with regard tc tae : 
one and one-third rule is that having in mind the diffi- 7 
culties that it has encountered since it was first ae, 
mended by the first Turgeon Commission, that in your view | 
it is not a reliable mechanism to cure the long and ner 
haul discrimination? 

A. That is it, exactly. 

Q. And you say the way to cure that, the 


existence of which you call attention to -- and I am 


referring to the long and short haul discrimination -- in 
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your view, the one and one-third rule is not a reliable 


mechanism to cure that discrimination and, therefore, 
you say resort must be had to the subsidy device? 


A. Yes, 


CROSS-EXAMINATION BY MR, BRAZIER; 


Q. Dr. Britnell, Mr. Frawley in his very 
short cross-examination of you used the term "non- 
competitive areas": do you recall that term? 

A. yes 

Q. Would you tell me which are the non- 
competitive areas in Canada today? 

A. That is probably -- and I don't want to 
hedge to start with -- but it is probably a pretty in- 
clusive term with the inroads, gradual as they are so 
far, of trucking in the prairie provinces, Ten years 
ago one could speak with very much more certainty as 
to what were the non-competitive areas. I suppose 
the term "non-competitive areas" -- which we do not 
use, incidentally --- 

Q. No, I appreciate that. 

A. That would be an exaggeration to the 
extent that truck competition has. become effective for 
certain areas of traffic and for certain types of 
traffic and goods in the prairie provinces. 

MR. FRAWLEY: I should say I meant no more 
than that -- that almost every area has some of each, 


THE WITNESS: Yes, 


MR, FRAWLEY: Every geographical area has some 


of each, 
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(Brazier) 


MR. BRAZIER: Q. There is no doubt in your 
mind that that is so -- that there is some form of 
competition in every area? 

A. Yes, It is the extent of it that is 
important, and the absence of it may make the statement 
almost true, particularly for certain large areas of 
traffic. 

Q. Do you agree that the railways of Canada 
should be permitted to meet Be css ton where it exists? 

A. Yes. I don't think there is any acubt 
about that at all. I think it would be very unwise to 
try i stop that. 

Q. There is one section of your brief which 
I wish to discuss with you in some detail in Part III. 
It is page 3, "Cost of Service versus Value of Service," 
I suppose that you have read the brief presented by the 
Government of British Columbia on this subject? 

A. I read it at the time, yes. 

Q. Going through your comments here: first, 
in paragraph 4 you say: 

"Before discussing some of the major aspects 

of the railway rate structure as it now 

exists, it may be desirable to consider 

briefly whether some completely new rate 

structure would better serve the interests 

of the Canadian economy and Canadian rail- 

ways." ; 
From your reading of the brief presented by British 


Columbia, did you think they were proposing a completely 
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new rate structure? 


| 
| 
| 
A. I must confess that at the time it 
sourded a good deal like that to me, 

Q. I suggest to you that the proposition 
there presented might in the meantime have very little | 
effect on the present freight rate structure? 

Ay, Yes, I quite agree, particularly -~ and 
I was very fortunate and happy to be in Ottawa when 
Mr. Hughes was being cross-examined -- I must confess 
that by the time he was through I was a little confused 
as to which was cost of service and which was value of 
service. That is no reflection on Professor Hughes, 
for whom I have a good deal of admiration, but I felt 
the lines that I thought had been fairly clear between 
the two had become rather blurred and that the differ- 
ence between cost of service and value of service had 
narrowed appreciably, and, remember --- 

Q. Well, --- 


A. May I just add this because I think it 


is highly relevant: that in discussing this, we are 


not discussing the B.C. brand or variant of cost of 
service or the adaptations which they made. What we 
are trying to discuss is what we would consider the 
theoretical absolute of the cost of service. 

Q. By that you mean that each item carried 


by the railways would be costed and priced accordingly 


to 1t? i : 
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Ax Each range or group, at leBst. 
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Q@. Now, to go on with the next (paragraph. 
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A. That is paragraph... ? 

Q. Paragraph 5. 

AY Yes. 

Q. Class rates: the second sentence: 

"Class rates may reflect the value of the 

goods transported rather than the value of 
service but the railways are free to institute 
rates lower than class rates reflecting the 
value of service principle. These lower 
rates carry a very large part of all | 
railway traffic." 

I suggest to you, Dr. Britnell, that today those lower 

rates carry better than 98 per cent of the traffic 

on Canadian railways. I think it has been suggested 

here -- and I don't know whether you were here at 

the time or not -- but about one and a half per cent 

of the traffic is on class rates? 

A. No, I wasn't here at the time. The 
proportion does rather surprise me in the light of Mr. 
Knowles! evidence before the House of Commons and 
Senate Committees where I think he had put it lower. 


Q. These are class rates. 


A. Oh, class rates? 
Q. Yes. 
A. Yes. 


Q. The rates you refer to here? 


A. yes. Well, the statement is surely 


-correct, Mr. Brazier: these lower rates carry a very 
@ 


large proportion. 
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Q. Yes, I wondered if you appreciated it 
was that much, 

A. No, I hadn't; I would have put it some- 
where about 85 per cent, but I did not know it was 
984 per cent. 

Q. If it is 98 per cent~plus, being carried 
on the lower rate, would that indicate to your 
mind that possibly the class rates today are not reason- 
able rates -- they are unduly high? 

Ad Well, I find difficulty with both of 
those adjectives because I have been reared in the old- 
fashioned school so far as railways are concerned, 
namely, that they charge what the traffic will bear and 
get their revenues where they can, and it hurts us. I 
don't know any other basis upon which a railway can 
operate. 

Q. Would you say, in your opinion, that the 


present class rates are just and reasonable rates? 


A. Oh, I couldn't express an opinion on that. 


I am not a rate expert. 

Q. Isn't it a fact that you have nothing 
to measure them against? If you isolate the rates by 
themselves, you have nothing to measure them against? 

A. Yes. 


Q. It becomes entirely of a subjective 


standard? 


A. Oh, but you have got the value of service, 


and that sets your higher limit. 


Q. I am asking you to look at class rates 
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TORONTO. ONTARIO (Braz ier ) 
today in isolation, 
A e Ye s e 
Q. Can you tell me how you can say whether 


these rates are just and reasonable or are not? 

As No, I can't say whether they are just 
and reasonable, but I have a prejudice that as lorg as 
the railways can extract them they have to be allowed 
to do so. 

Q. No matter how high they are? 

A. Well, today under almost any conditions 
they are going to meet some competition if they push 
them high enough, and as long as the Board is satisfied 
that they are just and reasonable, then I am not going 
to quarrel with it in general, although I might with 
respect toaparticular instance. 

Q. So, it would be your opinion that the 
railways should be entitled to extract from the shipper 
whatever they can? 

A. I don't know whether it would be my ~ 
opinion that they should be, but I think they will. and 
I don't know any other principle upon which the railway 
can operate. That is the part that bothers me, 

Q. Your difficulty is thinking of the 
railways! position -- how are they going to operate 
under some other system? 

A. yes. 

Q. Further, in the same paragraph you have 


made this statement: 


"Nevertheless, the fundamental assumption 
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still is that some of the traffic will yield 
revenues sufficient to make up the deficiency 
on traffic carried at total cost," 


Let me put this question to you: do you think the rail- 


ways should be permitted to carry traffic at less than 
out-of-pocket cost? 

A, In the normal course of events I do not 
think they should be allowed to do so. However, the 
difficulty in applying the ordinary principles of 
economics and commerce to railways is that railways 
are not ordinary business enterprises in Canada. They 
reflect national policy, and it may be national policy 
that under certain Siickictaudés the cost of moving a 
particular commodity is irrelevant. 

Q. Well, now, I think we are getting close 
to agreement, doctor, If that situation arises,national 
policy requires something to be carried at a loss, do 
you think that should be buried in the freight rate 
structure and other shippers on the railway bear the 
burden of that out-of-pocket cost? | 

RY As we have said, there ought to be a | 
measure of flexibility there because the Turgeon Cummis- | 
sion pointed out there is no great complaint from ea 
in the prairie provinces on that point, or consumers 
either. 

Q. I would like to just keep to the 
principle of it now. 

ae Yes. 


Q. You say that for national policy it may 
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be necessary for the railways to carry some traffic at 
less than their out-of-pocket cost? 

A. Yes, 

Q. Now, if that is so --- 

A. I am not saying they do carry any, mind 
you, 

Q. No. If they do that -- and you agree 
they should be permitted to do that under certain 
circumstances? 

A. Yes. 

Q. Now, who do you then say should bear the 
burden of that traffic carried at an out-of-pocket loss? 

A. I think it could be made up through the 
rates paid by other shippers in an economy, or in a 
federation such as Canada. 

Q. Do you think that is fair to the other 
shippers to have to pay that? | 

A. I don't think you can treat a question 
like this in pure economic terms, because Canada is a 
federation, We have built our railways to a certaiu 
extent in defiance of geography. To make them work we 
-ave put on tariffs, and when we get into consideratic.is 
of equity as between individuals in one part of the 
Dominion as against another, you get into things that 
are extremely difficult to measure 

Q. Would you not agree if that situation 
arose the fair thing to do would be to have the national 
treaury absorb the result of that national policy? 


A. No, I can't go that far. 
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(Brazier ) 


Q. You don't agree with that? 

A. No, not necessarily. I would want to 
see all the facts first. 

Q. You think the other shippers should 
subsidize traffic that has to be carried at a 19ss? 

A. I think they might be. I won't go any 
further than that. 

Q. How far must they go in subsidizing? 

is That is why I say it is the sort of 
question that could only be answered with reference to 
a particular situation once it had been established. 

Q. Well, then, I presume that one of the 
objections you have to the cost of service principle is 
that it involves the railways not carrying any traffic 


at less than out-of-pocket cost? You would not 


agree --- 


A. No, my answer there is that I am afraid, 
not being a rate expert, that I haven't considered that 
question at all. It certainly was not a factor 
in making up our minds that there was nothing in the 


cost of service principle that would solve the railway 


problem. 


Q. The point of this question of carrying 
traffic at less than out-of-pocket cost -- let us look 


for a moment at the passenger losses. Both railways 


have now indicated that they have substantial passenger | 


losses -- out-of-pocket passenger losses; is that 


correct? 


A. Yes, that is what Il understand to be the 
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case, 

Q. Let me put this question to you first: 
do you think the freight shipper should bear that loss? 

A. Again, it is the sort of hypothetical 
question of that sort that I think you have to look at 
the railway operations as a whole. I just can't auswer 
that question without looking at the railway operations 
as a whole, knowing the amount of the passenger deficit 
and --- 

Q. We know they are substantial. 

MR, CARTER: Let the witness finish his 
answer. 

A. » « - and all the rest. Also, I feel, 


Mr. Brazier, that in this field there are so many arbi- 


trary ways of costing that you would have to know exactly 


on what basis it was arrived at. 


---Short recess. 
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TORONTO. OMTARIO 


y (Brazier ) 


THE CHAIRMAN: Very well, Mr. Brazier, 

MR, BRAZIER: Thank you, Mr. Chairman. 

Q.- Still dealing, Dr..Britnell, with 
paragraph 5, going down to the last sentence of 
that paragraph you say: 

"Probably the principal featurec 

of such a rate structure are that it 

requires, on the one hand, regulation 

to prevent unduly high rates in essentially 

monopoly areas..." 7 

Now, if I could just stop there meantime. 
Do you think that there should be regulation to 
prevent unduly high rates or not? 

A. Unduly high in the sense of your 
phrase, -I: believe --- 
~ Ms Q. It is your phrase that I am quoting, 

A. No -- but I say by unduly high I 
mean, and I was trying to recapture your phrase of 
@ little while ago -- "unjust and unreasonable", 

Q. Yes? 

A, Yes, As defined by the Board, 

Q. Is that what you mean there by 
“unduly high rates"? 

A. ; Yes, yes. 

Qe But do you agree ~-=- let me put it 
this way. Wouldn't you agree that a regulation 
to prevent that happening is a good thing? 

A. To prevent --- ? 


Qe Unduly high rates? 
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A, Yes, Oh, yes, yes. 


Q. So, if that is one of the principles, 


one of the features of the principle, you have no 
objection to that feature of it? 

A. No, but we are talking there, I 
think ,Mr, Brazier, of value of service rather than 


cost of service, 


We are going on from the previous sentence, 


We are talking about the value of service; 


"Probably the principle features of 


such a rate structure are that it requires, 


on the one hand, regulation to prevent 
unduly high rates in essentially monopoly’ 
areas...", 
and so on. We are talking about value of service. 
Q. But I suggest to you inthe eombext 
actually you are not, Dr. Britnell. oe vee 
"On the other hand, a great deal 
of ingenuity, wisdom and experience 
‘on the part of railway management to 

wh - make it work." 

: I presume that there you were again saying 
that this might not be a workable system in so far 
as the railway rate, making people were concerned? 
wa A. No. Favhaps we are responsible 
for the ambiguity, but what we are talking about 
there is value of service, and that the railways 


have to exercise a great deal of ingenuity -- the 


railway managers -- ingenuity, wisdom and experience, 
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THE CHAIRMAN: Competition has produced 
difficulties? | 
THE WITNESS: Yes, it has, 
MR, BRAZIER Q: Well, therefore, we 
must read that sentence this way, Dr. Britnell: 
"Probably the principle features 
of such a rate structure based on value 
of service..."? 
A. Yes, I think we have gone a little 
too far from our noun. 
| Q. You agree the way it stands now 


it is <- 


A. Yes, I think we have been guilty of 


a little loose terminology there. 
Q. "A vate structure based on value 


of service," 


Would you turn to paragraph 6, You are 


in paragraph 6 speaking of the cost of service 
principle. You say: 

"There has been a great deal of 
discussion recently concerning the 
principle of cost of service with 
reference to rate making." 

A. Yes, we mention it. 

Qo "Much of this discussion appears 
to assume that if the trucking industry diligently 
pursues the cost of service principle a railway 
rate structure based on value of service must 


ultimately break down", 
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Now, do you think that is an incorrect 
assumption? 

ie Yes, 

Q. You do? 

Ae Yes. 

Qe You do not think that the cost of 
service or a rate structure based on cost of service 


could be flexible enough to meet truck competition? 


A. Well, I do not think truck competition 


is ever going to come down to cost of service for all 


its items unless it absolutely has to. I do not 
think competition will do that for every commodity, 

Q. No, I am not suggesting that for 
every commodity, but you are speaking generally of 
the rate structure? 

A. Well, it will for some commodities, 

Qe But principally the commodities 
which are affected by truck competition? 

A. Well, yes, yes. 

Qe Going back to paragraph 8 of your 
brief, it reads: 

"Té is necessary to recognize 

at the outset that a rate structure 

based on cost of service would mean 

a completely new rate structure based, 

at least in part, on weight and volume 

with numerous variations related to 


cost," 
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I suggest to you that that is not true 
of the suggested proposal put by the Province of 
British Columbia? 

A. I would agree, 

Q. Then, you say: 

"The current rate structure as 
established under equalization would 
have to be completely discarded," 

Ae Is that the same paragraph? 

Q. Yes, paragraph 8, The last 3 
sentences 

"The eurrent rate structure as 
established under equalization would 
have to be completely discarded." 

A, “Yes, 

Qe Now, I suggest to you, Dr. Britnell, 
that in fact the only part of the rate structure 
that has been equalized is the class rates? 

A, Yes, that is substantially correct, 
I believe, 

Qo There have been objections of 
industry, the railways and others to any attemp* to 
equalize the principal commodity rates in Canad»? 

A. Yes, we cited the case of the lumber 
rates in our brief, 

Q. Yes. Certain lumber interests 
took objection to the equalization of lumber rates 


in Canada? 
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Q. And I think the railways have 
consistently held that an equalized commodity scaled 
for various commodities just would not work? 

MR, SINCLAIR: Mr, Chairman, I think my 
friend should be fair to Dr. Britnell, There has 
been equalization of a substantial number of 
commodity mileage scales and the position of the 
railways that he has spoken to had to do, if not 
exclusively, very largely with specific commodity rates 
with commodity mileage scales, There has been 
substantial equalization of classification and 
commodity mileage scales, 

MR, BRAZIER: I suggest to my learned friend 
that the commodity mileage scales are not too important 
in the freight rate structure of Canada today. 

MR, SINCLAIR: I would certainly disagree 
with him on that, 

THE CHAIRMAN: That is a matter of 
argument, 

MR, BRAZIER Q: But let us take the 
Situation as set forth by Mr, Sinclair that we have 
the class rates, that we have certain commodity mileage 
scales equalized. Would you agree that the great 
bulk of the freight rate structure is not equalized? 

iA. That is my impression, I have not 
examined it very carefully, but that is my impression, 

Q. When you speak of a rate structure 
established under equalization, it is not quite a 


correct description of it; is it? 
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A. Well, it was carefully phrased. 
"The current rate structure as established under 
equalization...." 


" ,.ounder 


Perhaps we should have said: 
the equalization proceedings," 

We do not mean to suggest that they have 
been equalized, Perhaps it would have been more 
accurate to say, Mr. Brazier, “the current rate 
structure as it has emerged from equalization 
proceedings." 

Q. Yes, In paragraph 9 you say: 

"A basic unit for measuring cost 
would be difficult to find or define," 

You undoubtedly have heard the railway 
evidence in these proceedings and other proceedings 
in which they state that they already do a great 
deal of cost finding work in regards to rates, 

A. I have heard that, sir, yes. 

Q. Their claim being that they ‘iid it 
extensively today? > 

A. Yes. 


Q. In establishing rates? 


A. Yes, 


even to the outsider what looks like a rather 
formidable task may not be so? With the modern 
equipment that the railway has, they can determine 
costs on a reasonable basis? 


», 


A. I think they can come very much 


Q That being so, would you agree that 
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closer today and do a much more efficient job than 
they could a few years ago when they did not have 
the present machinery. 

Q. And it is a field -- while it is 
anew field, probably, for the railways and for 
others, it is a developing field? 

A. Yes, 

Qe And I suggest to you that one of 


the difficulties you are suggesting there are only 


relative and will become less important as time goes 


on? 


A. I would suspect, Mr, Brazier, that 


in defining your basic unit you would still have quite 


a large area for argument, 
Qe I would agree with you there, but 
it is something that is possible for determing on 


some reasonable basis? 


A. Granted certain assumptions, yes. 


Qe You and I may not agree with the 
results, but some independent body could find a 
determination that would be fair’ 

A. Yes, yes. 

Q. I suggest to you they would have 
a much easier task in determining that than they 
woulg at the pregent time in deciding whether a 
rate is just and reasonable? | 

A. Well, I think the railways are 
not likely to be bothered by that consideration. 


Q- Not under the present system? 
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A. Until they are checked by the Board, 

Q. In respect to your paragraph 9 where 
you are pointing out what appear to you to be 
difficulties in defining costs, I would suggest the 
quotation that you have in paragraph 11, page 5 rather 
suggests the contrary. I will just read the 
quotation you have from Professor Pegrum, the first 
paragraph: 

"The pervasive nature of present 
day competition points in the direction of 
rate-making taken on more and more the 
features of competitive pricing. This 
is likely to lead to a greater simplification 
of pricing procedures and less formalism 
of rate structures," 

Now, you have quoted Professor Pegrum, and 
I presume you agree with that paragraph? 

A. Well, we agree with the whole 
statement taken together and the last words of the next 
paragraph are perhaps significant: 

"Tn other words, as rate making 
becomes more competitive, value of service 
will play a larger role than it has in 
the past. Cost of service, with large 
fixed and joint costs, can never be more 
than a minimum gauge." 


That is, we like to take the whole thing 


together, 


Q. I appreciate that you gain some 
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2 support for your proposal from the second parts. 


3 rp Yes, 


out 


| 
4 q. I was saying here where you are trying | 
| 
5| %o point/the practical difficulty in determining costs | 

| 


that Professor Pegrum says that it is not so? 


6 

» A. Yes, I think that is what he says in 
8 the first part, 

9 Qe Going back to paragraph 10, you say: 
10 "The greatest difficulty in a rate 
1 structure tied to cost would be tmt it 

12 could not recognize demand and the 

13 elasticity of demand which are fundamental 
14 to a rate structure based on the value of 
is| service principle." td 


Now, I suggest to you, Dr. Britnell, that 
in the submission made by the Province of British 
Columbia that between the minimum scale based on 
out-of-pocket costs and the maximum scale based on 
total he is ample room for the play of what 
you call elasticity of demand? 

A. I cannot remember your case sufficiently 
clearly to give a categorical answer to that, but may 
I just finish, Mr. Brazier? 

¥ Q- Yes? 

A. I have in square brackets to remind 
myself, and perhaps under such circumstances to put 
on the record, that when I say: 

"The greatest difficulty in a rate 


structure tied to cost would be that it 
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could not recognize demand..." 

I have the word "literally" -- "literally 
the greatest difficulty in a vate structure..." 

That is to distinguish it from the varient 
produced by the Province of British Columbia. 

Q. Yes, but in the principle as we 
have submitted it to this Commission you would agree 
that there is room for the elasticity of demand to 
be -+ 


A. I had that impression because I felt 


you came quite close. That points, at least -- 


although I certainly wasn't sure of that -- all the way 


through to the value of service principle and made 
large concessions-t@ it in your adaptation of the 
literal doctrine, | 

Q. Did you understand our submission 
to be fundamentally that there should we a minimm 
scale which was determined by out-of-pocket costs and 
that the railways were not to be permitted to go below 
that rate? 

A. Yes, I understand that, 

Qe And there would be a maximum scale 


which would be the total cost of handling the 


traffic -- the total, or, I think we conceded plus five 


or ten per cent over and above that? 

A. Yes, 

MR, SINCLAIR: Oh, well, Mr. Chairman, if 
we are going to recollect things, I recollect there 


was no five or ten per cent. 
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Q. But our proposition was that between 
those two levels the railways were free to fix rates 
as they saw fit. | 

A. Well, that, Mr. Brazier, I have referred 
to once or twice: I got a little eonfused as tc whether 
that was really a cost of service principle all the 
way through or a literal adaptaion of the doctrine. 

Q. There are a great many varieties of | 
these theories and it depends which one you are speaking! 
of? | 

A. Yes | 

Q. And maybe I was presumptuous in thinking 
that you were thinking of the proposition that has been 


submitted to this Commission? 


A. No. We were not unmindful that it 
has beenpmt up as a cost of service principle, but what | 
we had in mind was what I considered to be the Simon i 
pure cost of service principle, a strict and literal ) 
interpretation of it. 

Q. You, then, would agree with me to the 
extent that the railways can go between the minimum 
and maximum? 

A. Yes; it seemed to me it provided 
playground of some dimensions there, 

Q. Further in that same paragraph, the third 
sentence, you say: 

"A rate structure based on costs would 

have a much narrower spread than the one 


currently in effect and obviously the rates 
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pe 


on traffic presently moving on low tariffs 
would have to be raised," 
Now, in making that statement ad you any particular 
traffic in mind, Dr. Britnell? 

A. No. We think of it in terms of genere: 
principle, that you have quite a wide variety in your 
freight rate schedules and some are carried probabiay 
at not very much higher than out-of-pocket expenses 
and others are carried at the ceiling. 

Q. You were not thinking there of traclte 
that 1s today moving at less than out-of-pocket cost? 

A. No, no. 

Q. And you may agree, since our discussion of 
it, that under the British Columbia proposal, just becaus 
a traffic is in the low rate doesn't necessarily mean 
it will have to be raised provided it is above the 
out-of-pocket expenses? 

A. I am sorry --- 

Qe Provided this traffic moving at low tariff 
is above out-of-pocket costs, it would not be changeu 
under the British Columbia proposal? 

A. That is the way I understood it. 

Q. Now, I would like to go to a differe.v 
subject. and refer you to page ,. 23. of. Part III cf 
your brief, where you are speaking of the most efficient 
use of the transportation facilities and ensuring the 
lowest possible costs, in paragraph No. 67. 

A. Yes.. 


Q. I suggest to you, Dr. Britnell, that you 
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can't accomplish that aim unless the various transpor- 
tation media have their rates established on some form 
of cost of service principle? 

A. We were thinking in broad general terms; 
we were not singling out any particular goods or com- 
modity. You might still have a range; in fact, we 
think some elasticity is perhaps desirable, But we 
were thinking of the cost of transportation as a whole, 
of moving all the goods, 

Q. I suggest that if you want to do that at 
the lowest possible cost to the national economy as a 
whole, then it has to be done through the media that 
has the lowest possible cost, Doesn't that logically 
follows 

A. I think it does; although I do think that 
you may have to consider a number of other t'actors in 
that. I don't think you can quite stop there, That is, 
going a little further, I don't think you could allow wit 
rapidity the destruction of one carrier by another, even 
though we have no desire to hold up the wheels of 
technological progress, 

Q. We can't have a transportation evolution 
overnight; all these things will have to be worked out 
over a period of time, and at the same time you migat 
even keep some uneconomic truck operations continuing? 

) Be Yes. 

Q. But I put it to you and I suggest there 

can only be one answer, and that ig if you want to get 


the lowest possible cost for the national tWinisp ortation 
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2 carrier, then the goods must be carried in the media 
3] having the lowest cost? 

4 “As Yes, I would acree with that. 

5 Q. Now, then, one or two questions in 

6 respect of your subsidy. First, might I ask you, 

7 are you suggesting or would it be your opinion that 
the present bridge subsidy should be eliminated and 
consolidated in this new subsidy? 

A. yes, Well, I said yes rather quickly 
to that. I think in the interests of aint Lie E 
would be a good thing to get rid of these rather o-u*"? 
potatoes, 

Q. Would you agree with me that it is 
about time we got down to an overall solution of this 
transportation problem rather than p°tch it patchwork 
here and patchwork there? 

A. Yes. 

Q. Now, would that subsidy which you are 
proposing be just on traffic moving from the west to the 
east or would it cover traffic within the west, traffic 
from the west to the east, or what would be the me2ars 
of the subsidy? 

A. I would hope it would cover all th.<s 
of those types of traffic. 

Q. And would it apply to traffic that is 
moving fifty miles or only traffic that is moving five 
hundred miles? 

A. Well, I think these are details to be 


worked out, We haven'tthought our way through all that. 
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| 
| 
What we are concerned with most obviously is to ease | 
the burden of the long haul, which would inelude hauls 
from British Columbia through the prairie provinces, 
They are long hauls, tough terrain and all that, 

Q. And I think you would agree with me | 
that the bridge subsidy has not been to the advantage 
of the manufacturer in the Pacific coast incompetition 
with the eastern manufacturer? 

A. yes. 

Q. But this would be a subsidy applying to 
all forms of traffic into and out of the area? 

A. That is the way I would I would visualize 
it. 

Q. And whether the traffic was able to pay 
the rate or not; it is just a general reduction of 
rates in the area? 

A. Yes. 

Q. And how would the amount of that subsidy 
be determined? 


A. Well, we would hope that, as I think IL 


| 
| 
said yesterday, we could start out with the maritime 
scale, | 
Qo Thirty per cent? | 
es yes, That is a reasonably modest ee 
We are not asking for more at the present time. 
Q. Mr. Fleming may not think so? 
a No. Ministers of Finance are very con- 


servative in these matters, of course. 


Q. But is there any fundamental reasonfor 
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saying that that would be fair and required at the 
; | 

present time? You wouldn't want the subsidy to be 

more than required? 


A. Om, no, 


| 
| 
Q. Would you say it is required tpday? | 
A. To ease and compensate us for some of 
the burdens of national policy, yes. 
Q. And if the rates go up next year or the 
year after, would you say then the subsidy should be indi 
creased again? 
A, Not necessarily; because for onc thins 
we would be getting a reduction of 30 per cent on 
these rates which would blunt the full impact of them 
in the area. We don't want to do anything that would 
interfere with the present machinery which has been 
worked out, tried and tested over a long period of time 


and which I think provides the necessary guarantees 


for Mr. Fleming. 


| 
Qo I think you would agree that applying | 
such a subsidy in the west would be far more aca 
to apply, the @aritime Freight Rates Act? | 

A. Yes. Well, I think it would take tre 
to work it out. We could start with the long-Raut | 
traffic and apply it gradually. I maven't really, | 
though, thought out the details of this. 

Q. Would it be your opinim, Dr. Britnell, 
that it is really the long-Raul traffic that has suffered 


due to the numerous general freight rate increases 


since 1948? 
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A. Yes. 

Q. And that it is eventually that traffic 
that needs relief? | | 

pir Beetives’ 

Q. You would Rave no objection, then, if 
this subsidy were adopted, it were tied intc some 
measure of long-haul traffic? 

A. No; I would want it to be. 

THE CHAIRMAN: Mr. Hume? 


MR. HUME: Thank you, sir. 


CROSS-EXAMINATION BY MR. HUME: 

Q. Dr, Britnell, I have about three points 
‘I would like to discuss with you in ¢cerhection with 
your brief, and in particular your very interesting 
proposal given in evidence last night. As I didn’t 
receive the transcript until quite re ecg 
had an opportunity of reviewing it too carefully. But, 
first of all, just let me say generally, that the 
impression I got as I read your submission when it w-- 
received some time ago in two respects pad gc Firet 
of all, the brief appeared to play down the role :f 
Ake trucking industry in developing your BT Pe wget. | 
I was wondering whether or not that was an impres~ion 
which was intended to be given or it was just the 
way I read the words? 

A. No, it definitely was not intended to 
do so, and I do concede that we have had some measure 


* 


of relief from the trucking industry in the last decad:, 
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Q. Tme second point that I took from your 
submissien, and as it was somewhat contrary to my | 
undc»standing I made some inquiries, was in connection 
with your Section 16 of Part III, paragrapa 16 of 
Part III, halfway down page 7, dealing with the probdien 
of tke wintertime and the highways. Now, as I have 
read that paragraph -- and also I think it is referred 
to in paragraph 15, Part I -- the ‘senate I got was 
that there were times during the year when the roads 
in Saskatchewan were not passable for the aerated vr 
freight. wee part of my information comes ficou she 
official pubJdcatdens of the Saskatchewan Department 
of Highways, 1957, Report on Saskatchewan Highways, 
and at page 37 it says this; 

"All provincial highways were kept open 
throughout the winter with practically no 
interruption of traffic." 

And in the 1958 report of the Department of Highways 
in your province, at page 35, it saids 

"All provincial highway were kept open 
for traffic during the winter with practi- 
cally no interruption of service due to 
blocked roads." 


And I find that again repeated in the 1959 report 


where it says: 


a 


"Taroughkout the winter there was no serious 
interruption of traffic at any time on wcount 
of blocked mighways," 


and so on, i 
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# 
I was wondering whether or not you had 
intended to convey to this Commission the fact that 
the. was actually a restriction of trucking in tre 


wintertime in your province? 


rr 


A. No, But you will notice in all three 
of those statements there is a qualification: "with 
practically no interruption of traffic" in 1957; 


"practically no interruption of service" in 1953; 


and "with no serious interruptim" in 1959, So it 


‘doesn't say there is no interruption in any one of 


those years; and, incidentally, these have been some 
of the easier years and the provineial mighway 

system is a very limited system in terms of the total 
road system of the province, 

Q. My intructions are that so far as the 
for-hire trucking industry is concerned they Rave over 
the past several years carried on throughout the 
wintertime and even during the half-load ban in spring 
without interruption, Woudd your information be 
different from that? 

A. Yes, when these reports say "with 
practically no interruption of traffie, practically 


no interruption of service, no serious interruption,’ 


I don't want to quibble about this. Our Department 

of Highways is doing a magnificent job in keeping the 
highways open. I do know, though, that I Rave got 
caught in Regina, and that is pretty serious to anybody 
living in Saskatoon and having to go back either on 
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the train or plane to ze back. 
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Q. I suppose that any place where you Mave 


snow you have the odd interruption, and that is true 
anywmere in Canada, I am oniy interested in this over- 
all impression that this paragraph appears to give, caat 
the trucking industry is unable to function throughout 
the winter, and my instructions are to the contrary. 

A. We meant only to go this far, tk&st by 
virtue of the extended mileage of our highway anid road 
System and the sparseness of population with which we 
Aeve linked that, we mave problems weich are more 
manageable in areas with more dense population, 

Q. I have here a very interesting study 
of resources and industrial opportunities made for your 


province by the Stanford Research Institute,’and I 


"Development of ail-weatmer highways 

has sparked a sharp increase itn Srucking | 
services, so that for the first time in 
Saskatchewan history there are now ‘wo 
competitive modes of transportation by 
which many goods may be shipped, Undoubted ~ 
edly, this places industry in a more favour- 
able position that it has ever been," 

Would you agree with that conclusion, sir? 


read in that study at page 106 the following: 
| 
| 
| 
| 
A. Yes, 
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Q. Then, Dr. Britnell, you refer to the 
weight restrictions -- and this is common, I think, 
throughout all the provinces in Canada -- but would 
you agree with me that during the period of weight 
restrictions the freight still moves but only haif 
as much in a truck; in other words, it costs the 
truckers that much more? 

A. Yes, that is right. 

MR. SINCLAIR: They send it piggy-back then, 

MR, HUME Q3 You then refer to the 
ministerial order from time to time during heavy 
rainfall? 

A. Yes, 

Q. I have made some inquiries, and 
my informant who has been connected with the trucking 
industry for eight years says he can never remember 
an order being Peete edhe ska’ wick’. and he made 
some inquiries and he is not aware of any such order 
having been issued, 

A. We were playing it safe by saying 
"trucks may also be banned". It certainly is there 
and can be invoked. 

Qe You conclude your paragraph by 
saying that this is in sharp contrast to the situation 
in eastern Canada where truck transportation is 
carried on all year round, ‘and I-am merely trying 
now -- and I believe I have a clear understanding of 
it -- to show that there really isn't the contrast that 


perhaps the words would appear to indicate? 
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Ae We may have been undulypessimistic, 

Qe Thank you, sir, My next point 
dealing with your submission is in the question of 
a subsidy, and as I read section 72 of Part III, which 
appears on page 24, you are making it clear that you 
believe that the problems facing this Commission can 
be solved through, as you say -- "except through 
resort to a national transportation subsidy." What 
I am not clear about is, does the province of 
Saskatchewan agree with the Maritime provinces that 
a subsidy should be paid either to the shipper to 
permit him to choose his mode of carriage or to all 
carriers alike so as not to distort the competition 
picture? 

A. I think I made it clear yesterday 
that I was neither supporting nor denying the Maritime 
position, but that any payment of a subsidy to the 
truckers would be contingent upon them coming under 
the jurisdiction of this regulatory body which we 
have suggested, simply because we don't feel it is 

manageable or that they should.come in automatically, 
but we have no prejudice, I would like to make 
that very clear, that we have no prejudice against 
the truckers coming in if they are put in a position 
of general equality with the railways in every other 
respect, 

Qe Now, I would like to discuss that 
with you, You made that quite clear at page 15340 


of the transcript yesterday. The obvious question 
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that occurred to me is, Supposing that the federal 
government don't agree with your pibpenkt to set 

up an overall transportation authority. Suppose 
they decide this problem can be solved by enacting 
the Motor Vehicle Act that was proposed by the 
Canadian Trucking Associations. dust let us assume 
they don't buy this: in that event would you deny 
the highway carrier the right to subsidy? 

A, You would have to have another 
hard look at it, because I do want enough safeguards 
and protections in there in paying out of federal 
funds, 

Q. Wouldn't you assume that those _ 
were paying out federal funds would do so jon a 
proper and adequate system and on a se6aen basis? 

A. I would not like to underwrite 
everything that a federal agency does, 

Q. In other words, your evidence 
with respect to the condition precedent being 
under this authority, do I understand what you are 
saying is that if through no fault of the trucker 
he cannot get under it because there isn't any such 
authority, you would want to have another look 
as to whether competitive carriers should be 
entitled to receive the subsidy? 

A. Yes. By saying "another look at 
it" it doesn't mean we would deny them. 

Q. Of course. In other words, your 


answer to my learned friend Mr. Cumming yesterday 
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was based tdpon the assumption that your proposal 
would be carried out, and that it then being the law 
the trucker would have no choice but to get under it? 

A. That is right -- that is, the inter- 
provincial t#®ucking. 

Q. Oh yes, I am only speaking of him 
at the momen$, So far as the intra—provincial 
carrier is conterned there is no question about him 
because, as you have made it clear, ‘hat is purely 
@ provincial matter and your province has the 
authority to do whatever you deem best in that pegard, 

A. Yes, 

Q. Having heard or read with some 
iibeetehedis ten or eleven years ago the proposal 
of your province to the Turgeon Commission, this 
proposal you make now <-~- at least, your answers 
wthhsringire’ to intra-provincial trucking is somewhat 
different than it was eleven years ago, ‘ 

A. Well, the situation has changed 
a great deal in eleven years, 

Qe Yes, quite, At that time you were 
prepared to surrender your jurisdiction over intra 
provincial trucking on two conditions: one, the 
provincial revenues ' had, to be safeguarded, and, 
secondly the Dominion i eaiiaiabich would build you 
hard surface reads, 

A. Well, that was thrown out in the 
evidence when the Chairman asked me the question, 


We said before we gave up revenues the province would 
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have to assured that the Dominion would also take 
over the roads, 
Qe Now, as I understand your evidence, 


you are prepared again to take a look at it if all 


the provinees agree? 
A, Yes, 


Qe My last point covers this interesting 


aN 


eee 


evidence you gave yesterday in Volume 89, but just 
before I turn to that may I ask you to look at 
section 77 of the third yolume which is at page 26, 
Speaking of subsidy -- and this is something I 
forgot to ask you before -- you end that paragraph 
with the following sentence: "A national 
transportation subsidy would clearly further the 
national interest in that it would facilitate the 
interchange of commodities on the widest possible 
basis and would expand the traffic potential,” 


This is undoubtedly my fault, but I do not understand 


A. I think I expanded it in cross- 
examination with Mr, Cumming, that what I had in. 


what you are saying in that sentence, 
mind there was that if. you reduced the rates paid | 
| 


by the shipper or paid by the purchaser of the goods ‘ 
and we wont get into that hassle, 

Q. No, it doesn't matter, 

Ae But if you reduce the rates, that 
will promote greater commerce between different parts 


of the Dominion, 


Qe More people would buy, for example, 
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refrigerators in the west? 

A. Yes, 

Gi And that is what you had in mind? 

A. Yes, 

Q. In other words, it wasn't that the 
subsidy would merely create ton miles worked without 
any apparent --— 

A. No, no; it would cheapen the cost 
of the necessities of life and of the instruments of 
production, 


Qe Dr. Britmell, if you don't mind 


turning to Volume 89 of the transcript, and I might | 
say I didn't have very much forewarning of this 

portion of your submission, but I have made one or 

two notes as I went through this proposal which | 
Saskatchewan makes with respect to regulation, and as | 
you can imagine it is a matter of some interest to | 
the trucking industry, and I have about six or seven 
pages on which I want some clarification, 

Page 15309 line 18, you state: "The fact 
of the matter is, however, that for most Canadians 
concerned with the movement of goods, truck 
transportation is increasingly oceaqpyineg the position of! th 
alternative carrier to rail," ad question is, | 


are you in that sentence including the for-hire 


carriage only, or the fore-hire and private trucking acs 


A. The for-hire and ---? 


Q. The private inter-city trucking? 


! 
| 
the inter city trucking? 
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A. Oh, yes, 

Q. You speak of “truck transportation", 
and I don't know whether you are embracing all 
movement on the highway by rubber or merely tne 
people I represents 


A. I am not sure that we thought about --! 
that I thought about that, but I think it would have | 
to include ail. 

Q. There is a very substantial private 
inter-city movement of goods, as you are aware/ 

A. Yes, 

Qe And, as you say, you are relerring 
to the whole? 

A. Yes, inclusive, 

Qe Then, sir, if you don't mind 
turning to page 15313, at line 6 you state that this 
is your province's opinion that the regulation of 
inter provincial truck transport should ~--= 

Ae No, that is a question, 

Qe Yes, the question is "Is it 
Saskatchewan's opinion that the regulation of inter- 
provincial truck transport should continue in any | 
way to be delegated to the provinces, and your | 
answer is "no", Perhaps you can't answer this, | 
but I am somewhat curious, having appeared in the | 
Winner case, wc awit as to what has changed the 
opinion of the province from the very strong position 


| 
| 
they took at the Winner case and the conference 
following that that it should be delegated to the 
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province? 

A, I can’t remember the details 
sufficiently. 

Q. Would you recall that subsequent 
to the decision of that case which determined the 
question of jurisdiction that your province and 
others met here in Ottawa and had a conference on this 
matter and that the provinces, including Saskatchewan, 
advocated the delegation resulting in the present 
federal act -- the Motor Vehicle Transport Acé° 

A. I can't recall that, 

Qe My next question with recpect to 
your evidence, sir, is at the bottom ofthat page, 
15133 where you ~- answer my learned friend Mr. 
Carter as to the advantages and the fear the 
truckers have of rail domination and your answer 
is: "I don't think so, One main objective of the 
system would be to enhance the stature and status 
of the trucker, The purpose of the system would 
certainly not be to put the truck in a secondary 
position to rail, This is not to auggest, however, 
that there are not any places, chiefl, perhaps with 
intra-provincial operations, where the most obvious 
and most wseful place for a trucker is in the 
operation of a service wkich is complementary to rail 
or to long-haul truck operations. From this 
point of view one of the functions of the overall 
authority should be, to the extent to which its 


jurisdiction would permit, to see to it that where 
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desirable truck operations are dovetailed with rail 
or with long-distance truck hauls," My question 
with respect to that is, does that not imply a 
considerable amount of regulation and direction 
telling the trucker what he must do and what he 

must not do with respect to rail carriage of goods 


in Canada? 


A. I don't think so because, you see, we 


tied it in in two places with pail or long distance 
truck hauls, We are thinking of the smaller type 
of truck movement as being ancillary, shall we say, 
to either an alternatively rail or long haul -- 
large trucking. 

QV. Wouldn't that be intra-provincial 
trucking? 

A. Not necessarily. i can certainly 
imagine many cases where it would cross the 
provincial boundary, particularly in Ontario and 
Quebec and in the Maritimes, in Saskatchewan and 
Manitoba, Saskatchewan and Alberta, and even 
British Columbia and Alberta, 

Qe I think I understand what you mean, 
Turning to the next page, if you will, page 15315 
you refer to the attainment of the orderly growth 
of the trucking industry and, “in the process add 
to its long term strength and overall status," I 
am only concerned to ask you whether or not your 


province has any criticism as to the growth of the 


trucking industry in your province under the present 
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free enterprise system? You imply in that answer 
that there hasn't been orderly growth, and I am 
wondering whether that is implicit in your words? 

A. I am not thinking so much of our 
province, I don't know the details well enough. I 
am thinking of the criticisms that have been suggested 


in eastern Camada more than in western Canada, 


--=-Luncheon adjournment, 
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THE CHAIRMAN : order, please, 


2 
3 MR, COOPER: Mr, Chairman, Mr, Fairley 
4 is here on behalf of the Dominion Steel and Ccal 


Corporation, and Mr. Rufus Cromwell, soliciter for 
the company, will present Mr, Pairley'’s evideusc, 

THE CHAIRMAN: Go ahead, Mr, Cromwell, 

MR. CROMWELL: Mr. Chairman, you will 
recall when we first started our brief Mr. Fairley 
was to be here, but unfortunately he was away at the 
time and it was understood that he would come bark 
and present the conclusions of our brief, 

THE CHAIRMAN: Well, Mr. Mathelom daa hic 
usual good job, but we are gisd to have Mr, Fairley. 

MR, CROMWELL: I will proeeed right away 
with calling Mr, Fairley to give his evidence re 


the conclusions of our brief, 


--=oMR, Ache FAIRLEY CALLED: 

THE WITNESS: Mr. Chairman and members of 
the Commission, first I would like to thank yon 
very much for allowing me to appear here for a fu. 
minutes and sort of pull the strings together ini 


draw the conclusions to the brief which has alrecly 


been presented by our general manager of traff.i., 


Mr iol. Matheson. 
PART VIII 
CONCLUSIONS 
Si, The limited and scattered markets in the 


Maritimes and the uncertainties, restrictions and 
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¥ 
2| and vicissitudes of foreign trade dictate that 
3 for anens FASS to develop and expand in the areca, | 
4 an outlet must be found in the larger markets of | 


Canada. To be able to do this transportation eoots, 
both relatively and absolutely, must be maintained at 
a level to make an outlet possible, This iimpiies 
that the facilitating rate sabuscvare teat also be 
made flexible and subject to periodical adjustment, 
82. If os could state with certainty that 


competitive influences on the rate structure have 


become more or less stabilized then such periodical 
adjustnents would only be required in Covadeeion 
with general rate changes as may be authorized 
from time to time by the Board of Transpers, 
Commissioners but, in any event, aot less nal 
every three years = unless some outstanding 
alteration is made or development baked place that 
could conceivably have detrimental consequences -~ 
if adjustments were not effected. 

83. In so far as the Maritimes are concerned, 
perhaps at no time since the years 1925 and 1926 
has the full significance of the impact of the 


transportation changes that have been taking place 


during the last thirty years been brought more 


forcefully to the fore. ‘Pme reason for this is 
that one can now see the effects of the changes in 
a broader perspective, 

84, In a recent economic study prepared by | 


4 
a wellimown firm of consultants (Arthur D. Little Inc4) 
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- 1 | 
for the Nova Scotia government, the following 
‘ conclusions were reached on Dosco'ts Sydney 
: operations, 
4 


"Our analysis of Doscd's position 
im the steel industry indicates that 
Dosco must expand beyond the present 
product line, 

Steel manufacturing costs are abaut 
the same in Sydney and in a new mill 
elose to major markets, However, because 
of freight charges in delivering fist 
rolled products to market, the mil? 


logically would be located cloge.to the 


"fh 


+a 


market, 
We anticipate that Sydney, with 
proper government support, will he 
expanded to its optimum economic Level, 
To permit expansion of existing 
facilities at Sydney and to keep them 
operating as long as possible the 
government of Nova Scotia should continue 
its fight to reduce freight rates wh'‘oh 
now seriously penalize Dosco in relation 
to its competition," 
And I would like to iakammece there that Dosco had 
absolutely nothing to do with the preparation of this 
report except to furnish what information Arthur 
D. Little Ime. asked us for. 

THE CWAIRMAN: Mr. Pepper was here. 
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SHE WITNESS: Yes, that is fine, That's 
good, This report was made by Arthur D. Little Inc, 
for the Nova Scotia gevernmett, | 
85, It is submitted that these conclusions 
succinctly set forth the situation facing Maritime 
industries dependent upon the larger markets of 
Canada, The required remedy may vary in degree 


contingent upon the nature of the commodity, that is, 


whether it is relatively of high value, bulky or 


otherwise. 


86, The plan of rate assistance that Dos¢o 


urges is directed to off-setting freight rate 


charges "which now seriously pemalize(it) (it 
inserted) in cena bien to its competition." In seeking 
"not Mj excess of rate parity" with Hamilton at | 
Montreal Dosco is merely reaching out to the frimce 
of the major steel market in Canada with such : 
surcharges in rates to points in central Canada 
beyond that are obtainable from today's rate 
structure, And I might point out that Quebec 
and Ontario together account for approximately 62 
per cent of the current steel consumption, @eterio | 
comsumes 59 per cent and Quebec consumes 23 per cent, 
The part actually used in the Maritimes is almost 
insignificant as far as Doses is concerned, 

We show ohenee See rynreee in this brief 
that aside from esas rails which are delivered to 


the railroad for their own line distribution, and 


aside from a very small amount shipped to our Trent 
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2 plant, the rest of it either goes into central 
3 Canada or, when we are lucky enough, we export a little 


| 
4 of it, But that is an off and on game, and we cannot | 
! 


5| count on it as a wegullar source of business. 
OTs In the case of one large Maritime industry, 


it has been imdiwated that it would require assistance 
equivalent to 100 per cent of the "select territory" 
portion of the through rates in order for its Maritime 
plant to remain competitive, Obviously, Dosco also 
needs the equivalent of this 100 per cent assistance 


to make it truly competitive in the whole of central 


at least parity at Montreal with its principal competito 
located in the Hamilton area, It is hoped that the 
Commission in its considerations will be able to evolve 


Canada, However, as a very minimum, it must have 
avi 
| 
| 
an appropriate plan with acceptable results, . 

| 


{ 
! 


88, Whatever form assistance may take Dosco : 
submits that it should be clearly identified with the 
transportation factor as a matter of public policy, 

In this connection Dosco's approach to alleviating its 
handicap, however, is predicated upon the historical 
purposes behind the Maritime Freight Rates Act and 

in striking at proposed rates for destinations beyond 
Montreal the existing rate structure was also invoked, 
89. The question has been raised whether freight 
rate assistance should also be extended to other modes 


of transport serving the Maritime area and thus maintain 


o 
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fraught with difficulties and possible administrative 
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competitive relationships. The preposition may be | 
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problems, However, time has not permitted a thorough 
investigation of the question and, as a consequence, 
Dosco is constrained from expressing its views thereon 


at this time. Be.that as it may, Dosco reiterates 


that it is opposed to the regulation of water transport » 


“between the Maritimes and other parts of Canada, 


90. Reference to coal rates has been purposely 
excluded from this presentation since peoblems relating 
to the coal industry are currently under investigation 
by another Commission, However, Dosco does wish 
to point out that had "hold downs” in increases Lee 
applied to steel rates as had ween done in the rates 
om coal Desco would have been in a better relative 
position than it has been, Incidentally, the 
authorized increases in coal rates from April 7, 1948 
to July 31, 1959 have totalled $1,40 per short ox long 
ton whereas in contrast the actual increase in the 
rates on wire rods from Sydney, N.S. to Montreal, Que. 
and Toronto, On. in the same period amounted to 
$5.72 and $8.06 per long ton respectively. 

In closing, we appreciate the opportunity; 
to present Dosco's views and proposals, We hope 
that this submission will be helpful and if there is 
any further information that the Commission ma: desire 
we will be pleased to make it available, 

THE CHAIRMAN: Have you anything further 
to add, Mr. Cromwell? 

MR, CROMWELL: No, Mr. Chairman. I would 


like to ask Mr, Matheson just two guestions to clarify 


Agmowodt 2 hsteLarteg | 
] \ . Vere! - 
inp Sey 4 ss. ete siuthand ene Po maa erat 
. 

zag! i 


ISS Bile weiy tel . “ban neh ) mort heatestanoo et ose an 
eeibuyetio®y coaog yaw 22 es. dad om , seats uate be 

aN Z 
,. *yGéen’  wetew Fo TREN REM, Dal ag bancage at tt a: | 


\ aK apanceD io sévag 4 a ar » sin ba toca arth cae iL 
ee. me! | 2 


i i 
i : Pas ar 7 on 
Yivecgumy mesd et setay aoe of eoneteter baba AE : 


ae, 7 
a a 
) ay ris ye ata Petty. guna ius ne \ ot ore B ay q at wit i _ bebutexe 


Aix 


7 ne « 


jitsyitesvet “abay ylteerie ote yrfaubat Ieoo sit of 
i UJ 
i ,. owned , mol ae Lorna D cedgous,yd-" | 
‘ 
fox" Bad tad? duo Sntaq on re 
f ye 
ieee ote oy rf ol iota getac Ieate é bebsaas : 


evivslut ietjed 6 ah seed eved bloow oosot, very a0, Mf 
x #4 ’ 


L ietteblon! « ,weed ead Jf meds notdteoq bf 
; i ay ' ; | 


i hpi Hone Y. js 
toy Cheo mt seasexoal bertvodtus 
, ght 
i : } { , 
yi we sso coy ONS Sal ieted eved COll ff wink om 
‘aga t Bs , ad? deastomo et. esoredw ao9 
: . : i 


roxt 2hox salve co eater 
4 . 4 / a 
bednvons bok req emae ott. mt ..00 oes bas 


¥tewkes 2% pot gaol eg: 00.68. has sy, aS 


7 ON ft | ' 
2 id OPE Loong ow punteots ot yen Pe 
e lsaogovg bea swetv e'oosod treoseng oF 
4} = yt * t Ni a 


if 2s bea Livtated ed f tw a0, 


stlaen "sh wolmaiomed ort amsit wo Ltamio® int ‘tedi man wae 
; | a 


4 aideiteva ds edison ot essedg ad” ae on 
yet vit ant Ae Ya OV svat NES ain e “f \) " oN 
a y i j basal as , 


4 ad ne alle 


(es 
ny a rel 
‘nate mere ute 4 
; ar 


Dinow ¥ HOI LAGD ,.. xi (OW 
; ¥ 
| eels OF eaott asap, ond tent towed 


A i r J 
~ j j 


> re At ‘wan 


ANGUS, STONFHOUSE & CO. LTD. Fairley, dir, 15418 
TORONTO, ONTARIO (Cromwell ) 


some of the evidence he gave last week, 

THE CHAIRMAN: Wery well. 
-~-RAND H, MATHESON, recalled: 
~--DIRECT EXAMINATION BY MR, GROMWELL: 

@; Mr. Matheson, in your evidence laet 
week at page 14893 of the transcript you stated, in 
effect, that the actual water rates allowing for 
loading and discharging are not too far apart from 
the proposed Sydney to Montreal parity rate of $5.89 
per long ton, There would be a logical question 


which would arise from this: if this is so, why 


hasn't water transportation been utilized to a greater 


degree for steel shipments from Sydney to Montreal 
and ports along the Great Lakes? 

A. The answer to that, Mr. Cromwell, 
is that regular rail Ae aes from the mill to the 
finishing plant offer advantages in contrast to the 
larger inventory requirements attaching the water 
movements, 

But, as stated in paragraph 39 on page 
20: 

"True, vessels take time to 

load and discharge, also cargoes have to 

be assembled and substantial tonnages 

require storage and result in larger 
inventories but there is a line of 
dermarcation beyond which increasing rail 
costs dictate a reassessment of the 


advantages and disadvantages of each 
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transport media," 


Incidentally, im the light of the questions 


asked we should put on the record that projected 
cost of freight by water to Contrecoeur was arvouad 
$5.00 to $6.00 per freight ton, but water transpvat 
alone, exclusive of loading and discharging, there 
were independent costs of $1.53 and $1,667 per ton, 
depending upon the rate of loading and discharging. 
That is to say, whether a ship would load 2,000 

tons per twenty-four hours or 3,000 tons per tweaty- 
four hours, and similarly for atstaxttt.t at 
destination points, 

Q. Again, Mr. Matheson, at page 14833 
you were asked by @anatidieser ink: 

"Have you any figures showing the 
labour content per dollar of expenses 

for Dosco?" 

This is referring to content of the steel 
produced at Sydney. 

Now, at that time you answered: 

"T do not know of any, unless there 
are some since you raised the questionu." 

Now, have you anything further to say on 
that, Mr. Matheson? 

A. Yes, Mr. Cromwell. In the appendix 
to our brief, Nos 9, there is set forth the principal 
statistics of the primary iron and steel industry 
for Canada and Nova Scotia and Ontario for the years 


1950 to 1958 inelusive. 
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These are DBS returns, and I think will 
enable the Commission to make a quick relative 
calculation of the earnings in relation to the cost 
of producing in Canada, Nova Scotia, and in Ontario 
for the years 1950 to 1958, 

I do not believe it is necessary for us 
to delve into this any Caxther, and I think any 
additional information would be available through 
DBS eee | 

Qo Just one more question, Mr, M=theson, 
In the transcript, page 14902, you were asked bv 
Commissioner Mann == Commissioner Mann stated: 

"Am I right in assuming that you 


ape e sentially following in your brief 


! 


| 
| 
a 
| 
| 
| 
| 


the Howland principle of selective apnroach?' 


And you gave an off-the-cuff answer 2% 
that time, Have you anything more to add? 

A. Having now perused the section of 
Dr. qn Land's report to which Commissioner Mann 
peeaeeee: I would say our approach is not essenti-slly 
the same, As I interpret Dr. Howland's report, he 
merely raises a question whether a> approach sim‘ ar 
to the Crow's Nest might be a more effective aid 
than the more general arrangement under the Maritime 
Freight Rates Act, Our approach does not involve 
recasting the Act, but we do think that what the 
traffic can bear to be competitive is an important 
gonsideration. And to that extent, wesare not 


too far removed from the approach being taken in the 
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United States ex parte revenue railway cases, 

MR. CROMWELL: Thank you, 

THE CHAIRMAN: Thank you, Mr, Cromwell, 

Mr, Feirley? 

--MRy-A,L, ‘FAIRLEY, recalled, 
~--CROSS-EXAMINTION BY MR, GCOCPER: 

Q. Mr, Fairley, I have a few questions 
I should like to put to you merely for purposes of 
enlarging somewhat on your evidence, 

I believe, Mr. Fairley, there is no aoupt 
about this, that you are president of Dominion Steel 
and Coal Corporation Limited, But would you state 
yourself to the Commission your present position with 
the company and how long you have been in that position? 

A Yes, sir, I am president of the 
Dominion Steel and Coal Corporation Limited, and its 
subsidiary companies. I have been in that position 
for a little over a year, 

Previous to that, I was executive vice- 
president for almost a year, I am also a director 
of the Dominion Steel and Coal Corporation and its 
subsidiary companies, 

Qe Would you just mention the subsidiary 
companies to which you have generally referred? 

A. Well, there are thirty-two of them. 


Could I submit a list? 


| 
Qe Oh, no, There is no necessity of 
| 


that. I was not aware you were president of so many. 


ae There is Canadian Bridge; Truscon Steel 
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Corporation; the old Sydney Colleries; Acadia Coal 
Company; Dominion Iron and Steel, There's Sydney 
and Lewisburg Railroad; there is the Dominion Shipping 


Corporation; there is Dominion Wabana -- 


Qe I think, Mr. Fairley, that snfficientlr 


qualifies you as a president, 

COMMISSIONER ANSCOMB: I'd say it is 
free enterprise at its best, 

THE WITNESS: I am not paid for all those 
independent jobs, I might say. | 

MR, COOPER Q: Mr, Fairley, in the 
Montreal Gazette for Friday, September 16, 1900, there 
was an article entitled, or under the heading, "Its 
Your Business", written by John Meyer, financial 
editor. 

A section of that column is headed "Helping 
the Maritimes", The paragraph in the section 
entitled "Helping the Maritimes" reads as follows, 
and I quote: 

"There are other measures which 
might also be applied to the Maritimes. 

The government in fact has already set 

a precedent in extending the term for 

export credits insurance in Dosco's 

successful sale of rails to Mexico. 

If the Maritimes economy is to be 

assisted, there's far more to be gained 

by assisting it to compete with export 


markets rather than subsidizing its 
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sales on domestic markets," 


That is the end of the quotation, bmi 


hand this to you, Mr. Fairley, so that you can 
follow what I have said and I should appreciate it 
if you would comment on the paragraph which I have 
read for the benefit of the Commission, and so as to 
have your views on the ideas there expressed, 

A. All right, sir. I think that 
the difficulties with the ideas and cusenshtane made 
by Mr. Meyer here do not take imto account the very 
sharp differences in labour rates in this country 
and in ¢ountries in Europe and in Asia with wae 
we have to compete, New, there is no question that 
assistance in export business would help Dosco and 
help other companies that are operating in the 
Maritimes, However, I would like just to point out 
for a minute here a little bit about this present 
order which we were able to get after a great deal 
of difficulty. What the government has done there 
was to allow us a little bit longer terms than is 
normally allowed on the export credits insurance, 

Now, the financing is all handled by 
Dosco. The orders were secured by Dosco; but the 
government was most helpful in extending the terms 
of export creditsinsurance <- not extending the 


coverage, but extending the length of the terms 


so that we can now go to certain foreign countries 


or act on this specific case, and this is a 


specific case, and offer these people seven years! 
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credit instead of three years or five years as it has 
been in the past, This helps us a little more to 
compe te si i, Say, the United States, who always had 
ten years in their exportedmport bank, 

The real difficulty is, while this is 
good and has helped us, and this type of thing will help 
other Maritime industries, the digsiaul ty is Phat : 
when business is hard to get end times are tough, theve, 
isn't anything that can be done other than completely = 
in practical subsidy, maybe -- there isn't anything | 
that can be done that overcome the difference in 
operating costs between,say, Deosco'’s plant at Sydney 
and between the big steel milis in England, Belgium, 


Holland, Western Germany and Japan. 
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I spent a great deal of Europe and England, 


.and the steel workers over there, the people working 


jn steel mills, get just about one-third of what we pay; 
we pay our people just peur 300 per cent higher wages. 
Now, as to labour, with labour accounting fcr anywhkor> | 
from 35 to 50 per cent in the cost of steel, not cuuating 
the cost of raw materials, this is a major factor, and | 
we have found it is very difficult and almost impossible 
to export from Sydney into the world markets except at 
times when the industry is doing well in other saset of 
the world. 

Now, at the moment we are fortunate to get 
these Mexican rails; alsa we are fortunate in exporting 
steel to England, which is a complete reversal of the 
trend. But the reason we are able to do it is because 
the steel industry is running at an unprecedelted rove, 

THE CHAIRMAN: You are not shipping any 


coals to Newcastle? 


THE WITNESS: No, sir, we are not; I wish 


we could. 

But this ‘basically is the reason that i: mob 
look for tme continuing and the major part of our yurs- | 
ness; we must look to Canada, We cannot look to caprrts 
because there are other steel plants around the wcerid 
which are just as modern, and a great deal more modern, 
than ours, with management that is just as smart cs 
we are, with workers who know just as much ahout making 
steel as we do, and with labour rates far peldw ours, 


and if they want to get the business they can get it. 
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MR. COOPER: Q. You would consider that 


the prospects of an export market from Sydney are, to 
% 


say the Jeast, not bright? 


a: en 
ee 


A. No, that is right. Temporarily, sel | 
something Rappéns, when world markets become suffletnatiy 
geod, we, of course, are standing right there and creb 
what we can, But this is not something we can lock 
forward to as a long-term policy. 

As a matter of fact,back in the nineteen- 
twenties the labour rates between the various eonei namie 
were more nearly in line, ae dydney was experttns 
something between fifty per cent and sixty per cent 
of its capacity. 

Q. I think the figure was 61.07. But, in 
any event, it is in the iieet outa n Nor 60 per cent 
and 61 per cent? 

A. Yes; and today it ranges from nothing 
up to maybe fifteen per cent, twenty per cent, at the 
most. 

Q. In the present sitvation when some 
exporting is feasible I would assume that Sydney wowl4 
have an advantage over other plants in the export 
market, located as it is on the seaboard; is tRa’ 
correct? 

A. Due to geography, yes, it is gourest 
to that extent. It would not be correct in totol, 

I don't think, for this reason: if we assume that our 
operating costs, and we must assume this because we 


don't know what the operating costs are for competitors 
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we don't know specifically -- but if we assume our 
operating costs are somewhat on a parity with our prin- 
cipal competitors, we can export a little cheapér, be- 
cause although they export in the same sise of ships 
as we do their freight rates are a little higher because 
they have to ship a little further, But at the same 
time they have got for themselves a major part of this 
central Canadian market where prices are substantiali; 
higher than in the export market, That being the cass, 
they @n afford, when they get a good price for 60 per 
cent of their production, to go down on 15 per cvene 
for the export. The freight rates in our case cat 
it all up. 

Q. Are there any other factors which lead 
to that result, or you don’t blame it all on the CTeight 
rates? 

A. Well, I am not sure I understand wnat you 
mean 

Q. You are saying that you are at a dis- 
advantage with the central Canadian producers because 
of the freight rates, and your remarksthat the frespgius 
rates eat it all up. But you are not suggesting vaav 
freight rates are the only consideration? 

A. I would suggest it is the principal one, 
Probably wes operating costs are pretty much on @ par. 
There is another factor, and that is the service aiid 
delivery that we can give, operating a thousand miles 
from the market. Obviously we cannot give as quick a 


delivery or service if we are a thousand miles away 
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\ 
al compared with somebody who is one hundred miles, That 


3 is why we hope to continue the policy of putting our 


4 firieshing mills in the market there and produce th | 

5 crude or seimi-finished steel at Sydney, and tais Ls | 

6 the real use of Sydney. | 
Q. Now, that leads me, Mr. Fairley, vo one 


or two questions that I wanted to ask you arising out 
of paragraph 84 of your submission at page 39. 
A. Yes, sir, 
Q. That paragraph reads in its opening 
sentence, and I quote: 
"In a recent economic study prepared by 
a well known firm of consultants for the 
Nova Scotia Government, the fcllowing con- 
clusions were reached on Doseo's Sydney 
operations," 
And then follows a number of paragraphs, four ot them, 
contained in the Arthur D. Little Report. The first of 
these is: 
"Our analysis of Dosco's position in the 
steel industry indicates that Dbosco must expe. 
beyond the present product line." 
I take it that Dosco is now planning on expanding wcyvond 


the present product line and into flat rolled prclucts; 


is that correct? 
# 


A. % That is correct, sir. 


Q, The next paragraph from the Little report 


reads: 


"Steel manufacturing costs are about 
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the same in Sydney and in a new mill close to 


| 
| 
| 
| 
major markets. However, because of freight 
4 eharges in delivering flst-rolled products 
to market, the mill logically would te | 
located cidse to the market," | 
Now, as I understand what you Mave just said, the mail 
to whieh you refer there is a finishing mili? 
A. That is correct, i 
Q. I understand nine that Dosco has plans 
to erect such a mill at Contrecoeur? 
A. Yes, sir, we have such plans. 
Q. That the land has beaxtboucnt but con- 
struction not actually commemced as yet? 
A. That is correct, and we have not announced 
any specific date for the beginning uf construction, 
Q. How far is that mill from the St.Law.ence 
River? What is the distamce from the nearest river 
port? 
A. It is right on the St. Lawrence River, | 
Q. So that the mill could be served iy ay | 
A. Yes, sir. | 
Q. I refer now to the next paragraph fio. | 
| 
the Little Report contained in paragraph 54; | 
"We anticipate that Sydney, with proper | 
government support, will be expanded to its 
optimum economic level." 
Now, is expansion at Sydney dependent upon the erection 
of the mill at Contrecoeur? 


A. Yes, sir. 
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Q. Unless that mill is erected there will 
be no expansion at Sydney in the orginary course of 
eveiut 3? 

Ae That is correct, sir. 

Q. iff the mill is erected at Cciitrecoeur, 
what do you anticipate will be the expansion at Syaney 
in terms of percentage of present capacity, or whatever 
way you want to put it? 

A. In terms of present capacity, we are 
thinking in terms of going from 900,000 tons a yea: 
to probably 1,200,000. This would not necessituve 
the construction of any: new steel-making facilities; 
it would still be through the construction cf the 
auxiliary equipment and to utilize the present 
facilities to a greater degree and a more efficient 
extent. 

Q. That would be within the optimum ecouomic 
level that this phrase is used in this report to which — 
I have referred? 

A. If I had to make a statement righs iow, 
I would say yes. Now, the question of what the 
optimum level is changes with technique and technica. - 
improvements. In five years from now I might say 
1,200,000 tons is not an economic level, but as or 
now I would say it is. But I Resitate to say just 
what Arthur D. Little means when they say "optimuu 
economic level." I had nothing to do with th¢ 
preparation of this report, and I would like to make 


haces 
sry 


that clear. 
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a ad Any questions on this report are made on 
that basis. 

That leads me to ancther question, and I will 
perhaps put it this way. The Arthur D, Littles Caapc.y 
in their report mave referred to "with proper govermm:: & 
support" before tmey used the words "will be €xpAstaed 
to its optimum economic level", . In the proposed 
expansion of the mill at Sydney, aepéndent upon the 
erection of the mill at Contreeoeur, is Dosco looking 
for government support and, if so, of what valet’ 

A. Tre only government support that we cr- 
~- let me say this again; I doa’t know what Arthur D, 
Little meams when they say twat. The kind of suppor€ 
that we are looking for is better freight rates or, if 
not, some form of freight subsidy witich will allow us 
to get our semi-finished steel into the Montreal ma«et 
on a cheap competitive basis, 

Q. I refer again to the Arthur D. Little 
report j paragraph 84, which I quoted from; 

"To permit expansion of existing factlitic. 

at Sydney and to keep them operating as lon, 

as possible, the Government oi Nova Scotia 

should continue its fight to reduce freight 

rates which now seriously penalize Dosco in 

relation to its competition," . 
Now, I will put this question to you first: do you agree 
with that statement as contained in the Arthur D. Little 
report? 


A. Yes, sir. 
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| 
Q. Will you then indicate to the Commission 


what is meant by the words "to keep them operating as 
lor.g as possible"? Does that imply that there is 
going tc come a time when those facilitics at oydigy 
will be abandoned in any event? 

| A. No, sir, I don’t think 1% means taav. 
Again T cannot say exactly what the Arthur D, Litvie 
Company! means by specific verbiage in this case, but 
what I presume they mean is, as time goes on, any 
company which intends to stay in business midlet ba. 
stantly reassess its position, its plant, proccess, 
markets. Now, there is no guarantee that any industry 
anywhere will continue forever in its present location 
or continue to make its present preducts, So far as 
I can see -- and this has been said publicly -- if 
we can manage to get this plant owilt in Montreal and 
if we can get freight mates which will allow us vo yet 
the semi-finished steel to that plant, then for the 
foreseeable future Sydney should run and should operate 
and be a successful plant. That doesn't mean titut 
fifteen to twenty years from now, with the same cu... 
ditions, that may not be true; on the other hand, 
fifteen to twenty years from now things may be di:wcerent 
But getting lower freight costs -- and I shouldn’* use 
the term "freight rates" because we think the railway 
has done a darned good job in getting their rates duwn 
-- but lower transportation costs for our semi- 
finished steel. If we can get these things, as far 
as I can foresee at the moment, Sydney should continue 
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to be a good, successful plant. 

Q. The other day Mr. Pepper was giving 
evidence here and he was asked a number of questions 
relating to the future of Sydney, and I refer now to 
& question put to Mr. Pepper by Gommissioner Mana at: 
page 14723 of the transcript, and the answers which 
appear to that question and to other questions on 
page 14724. Commissioner Mann said: 

"Am I right, Mr. Pepper, in recollecting 

that the eventual shutdown date, a Serioa 

of degrading Sydney, using that word in 
its non-offensive sense, would be 

fifteen years, roughly, and by that 

time Sydney would operate at an ingot 

capacity of 300,000 tons?" 
Mr, Pepper replied: 

"I don't recall that, no, sir. I seid 

that as far as we were concerned Sydney 

would, in our opinion, operate for 

fifteen years but that once steel- 

making facilities were established 

in the Montreal area Sydney would 

then become an incremental producer 

whieh would pick up the difference 

in démand because the ren cn abies in 

Montreal would be required to generate" -- 
and then appears the word "cash and those in Sydney 
would not be depreciated and this would not be their 


problem," 
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tal 


MR. SINCLAIR: Cash flow. 


MR, COOPER: Q. ‘The Chairman then said: 
"What would happen to Sydney?" And Mr, Pepper Said: 
"Our opinion is that Sydney would, in tiic, prupatly 
close down, but this may be ahead of fifteey years’, 
This is pure speculation," 

That is the end of the evidence to whicn I 


refer, Now, what are your views on the matter whicr 


has been dealt with in those questions and answers to 


* which I have referred? 


Ay I think the last four words are tre 


truest -<- Stale 4s pure speculation," 


Qo You don't foresee any shutdown of Sydney 


at the moment in any period of fifteen years or any 
other period -- at the moment? 

A. At the moment I dun't see aily shautéugn 
of Sydney provided we can move ahead with a Montreaas 
mill and provided we onda ye help on transportation 
aoate. Without that I hesitate - say. 

Q. On page 40, in paragraph 88 -- you way 
already have alluded to the subject -- the brief 
states: | 

| "Whatever form assistance may take, 
Dosco submits that &t& should be clear yj; 
a caietokd aka with the transportation factor 
as a batter of public policy." 
I would just like you to comment on that. As. I say, 
> you may already have covered it because gyou heve 


referred to public policy. But I shoulé like any 
at ; 
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comment you may wish to make to the Commission and 


which would be helpful to the Gommission on the 
words which I have read. 

| A. Well, I think, as you say, I have made 
my feelings clear on that. But to further qusiiey 
it, I think that the simplest, the best and ps mort -- 
the proper way to giveassistance to Dosco in its 
operations in the maritime area is to make its proaucts 
avallable on a cheap transportation basis to the 
central markets of Canada, | 

Q. If the mill at Contreéoeur is built 
you will have an all-water route from Sydney to 
Contrecoeur? 

A. Yes. 

Q. Could that not result in a saving if 
you use that all-water route over present means of 
getting steel to the central Canadian market? 

A> It depends what freight rate we use for 
the semi-finishes moving. That is a matter of dis- 
cussion at the moment, I think. So if we get a low 

enough freight rate it is conceivable that the ad- 
| vantages inherent in railway transportation -- if we 
got an adequate rate we would think that the rail would 
be best. Certainly water is one consideration, there 
is no question about it, and we have looked into that 
very carefully. 

Qe Water will be a bargaining factor in 
working out a rate with the railways? 


As You said that, sir. 
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THE CHAIRMAN: Mr. Mauro? 

MR. MAURO: No questions, Mr. Chairman, 
THE CHAIRMAN: Mr. Hume? 

MR, HUME: No, thank you, sir, 

THE CHAIRMAN: Mr, Macdougall? 

MR, MACDOUGALL: No questions, sir. 


THE CHAIRMAN: Mr Sinclair? 
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2| ~--CROSS-EXAMINATION BY MR, SINCLAIR: 
3| MR, SINCLAIR: Mr, Chairman, I Have 2 couple 
4| of points to deal with that I raised previously and 
left to Mr, Fairley, and also one or two that I didn't 
indicate that I might ask him so that at leas¢ 1 6oml4a 
get the reaction to Some questions that he might »-* 
have completely expected, 

Qe Mr. Fairley, as you have indicated to 
my friend Mr. Cooper, you have been with Dosco for a 
couple of years, and prior to that, of course, in one 
business career you have acted in executive capacities 
with other companies? 

A. Yes, 

Qo And at the present time Dosco has 
problems? 

A, Yes, sir, 

Qe And you might have a Royal Commrissinn 
into the problems of Dosco <=- they are myriad? 

A. Correct, 

Q.” And in some of the other businesses 


you were engaged in, they had their problems? 


A. But never as many 2s Dosco.. 
Qo But it is not unusual for a comparv fr 
have problems? That is what management is for -- to 


work at them and solve them? } 


A. I think that is right, Mr. Sinclair, and 
I think part of my job is appearing before this 


Commission and trying to get help. 


Qe And, of gourse, there ave) any ways of 
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getting help? 

A. Yes, that is right, 

Q. If the government sets up a Royal 
Commission on transportation that, as a businesowan, 
presents itself as a forum for you to present Soue 
claims? 

A, Right, 

Q. And if they present you with a Royal 
Commission on cats you take advantage of that? 

A. Yes, 

QX And if they had a Royal Commission on 
steel making in Camada, you would take advautage or 
that? 

A. Yes, sir, 

Qe You are no different from any other 
management in that respect? 

A. That is right. 

Qe In particular, Mr. Fairley -- and I 
am sure your background experience in Dosco indicates, 
in your information you have secured, that over the 
years there has been a change in your position in 
Dosco: one of them that was indicated was the inavility 
to meet foreign competition because of differentiais 
in wage scales; correct? 

A. Yes, sir, 

Qe Now, that not only affects you on the 
export market; that also affects you on the import? 

Ay Right. 


Q. You have to meet import competition from 
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TORONTO, ONTARIO (Sinclair) 
¥ 

2 these low wage areas? | 
3 A. Correct, | 
4 Qs And one of the major problems with | 
5 Dosco is that the cost of production in relation to : 
6 alternative costs of production for the same pruduct | 
could well be out of line? | 
8 A. I don't know that I understand what | 
9 you mean there, ) 
10 Q. Labour rates are a factor in the | 
1 cost of production? 
12 A. Yes, Are you comparing us to vtner : 
13 Canadian producers or to foreign producers: 


Qe Foreign producers? 


Ae Oh yes, that is right. 


Qe Or any kind of producers, You have 
indicated the foreign producers produce good steel? 

a That is right, As long as we are 
talking about a comparison with foreign producers, 
that is correct, 

Qe Let us talk about domestic producers 
for just a moment, I think Mr, Matheson said you had 
a one per cent differential in labour costs in yuur favour, 
approximately, and we have called that relative parity. | 
However, there was a time in Dosco that you had a 
substantial wage advantage before you had national : 
bargaining in the steel industry? | 

| I don't know, 

Qe Your background --=- 


A. I haven't gone back over the past 
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labour, 

Q- Maybe one of the basic problems with 
Dosco is that under wage scales in Canada the effect 
of paying these wages is to effectively price Doseco 
out of the export competition with lower cost 2reas? 

A. I think that is true, That is true 
in the industry as a whole, 

Q. And it has a particular impact on 
Dosco because basically, as you have indicated at 
one time, it was the majority of your production? 

A, That is right, 

Qe And it was for that reason that I 
indicated to Mr, Matheson that possibly rather. 
than looking at transportion as the measure of 
assistance that might be given to Dosco, that if the 
government for reasons of policy decided it was 
essential to maintain steel making oa the Maritimes 
at your Sydney works, that they should measure the 
amount of the subsidy by looking at the export 
market, looking at your competition, giving weight to 
the difficulties you were in with your labour cost 
factor and adjusting the subsidy on that so that 
you could compete equally in your traditional market 
for over 50 per cent of your production, Would Ghat 
not be of assistance to Dosco -- that kind of a c.rect 
analysis to enable you to compete equally with other 
steel makers in the export marke’? 

A, Well, it seems to me that we are 


getting into now a discussion of tariffs, quotas and 
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export economics which have very little to do with 
transportation, I would prefer to stay away from 
this dicussion if we can, because I think it opens 
Such a massive field that we can be here from now on, 

Qe Well, you see, I would like you 
to get into that field a Rittle bit because I just 
want --myipurpose.is to indicate to this Commission 
that transportation may not be your big disability 
at all. It may very well be something having nothing 


to do with rail transportation in Canada, and ié 13 


for this reason I suggest to you that if you are 

an export producer traditionally, as your rigures | 
indicate, that possikly to look to the future and: 
maintain you in the Maritimes on that basis that | 
the direction of help should not overlook and should : 


{ 
centre om something different than internal transportation. 
{ 


That is the purpose of the question, and I don't want | 


to take you outside that, 


! 
i 


A. This would get us into a field which. | 
we could discuss forever, of course, but I think wnat 
as far as we are concerned unless I should get into anne 
field -=- if you would like me to, mr. Chairman -- bué 
I think it is outside of our activity right now and 
I will prefer not to get into it, | 

Q. NT willstake the direction of the 


Commission, if they are not interested in the problem 


other than transportation, Your company is a 


Ae It depends on your definition of 


| 
| 
| 
subsidiary of A.V. Roe? . 
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ANGUS, STOMFHOUSE & CO. LTD. Fairley, Cr-@xX, 15442 
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"subsidiary", 


Q. It has a substantial stock interest? 

A. Yes, my company has 77 per cent of 
the stock owned by A.V. Roe, 

Qe There are other steel produces in 
Canada that your parent company, as I will call if m- 
A.V. Roe -= omce had an interest in? 

A, Yes, 

Qe And have they disposed of their 
interest in Algoma? 

A, Again, should I get into these 
discussions of corporate policy? 

THE CHAIRMAN: What di the question? 

MR. SINCLAIR: I asked Mr. Fairley if his 
parent had disposed of all its interest in Algoma, 

THE CHAIRMAN: Oh, E don’t think we shold 
press that, 

THE WITNESSs I have no objection to telling 
you my interests at Dosco, but I hesitate to get into 
other companies with which I have nothing to do, 

MR, SINCLAIR Q: Well, Algoma is a 
competitor? 

A, Yes, sir. 

@; And if Algoma or any other steel 


company erected a fully integrated steel operation 


in the Montreal area .g@ncluding the -production of primary 


steel and the production of finished products =-- 2 
fully integrated steel operation from beginning to 


end -= you could not compete in that market no matter 
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ANGUS, STONZ!HOUSE & CO. LTD. Fairley, cr-ex, 15443 
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what kind of subsidy you had in transportation, could 
you? 

A. I would not say that, no sir; I 
would not say that, 

Qo To pick an industry, if some lavge 
British steel maker or German steel maker set unr > 
completely new organization, a complete, modern lsyout 
and moderm plant and used ore from the port of Seven 
Islands, oxygen processes and a little bit of coal 
or water, do you think you could still ee 


A, It would be a t@ugh competitive 


situation, but to set up a theoretical situation, such 


as that is, without getting down to the individual 
facts im each case, I would not say definitely. TI 
would gts, if we had our plant bvtlt there and had 
a good freight cost on our slabs coming up from 
Sydney we may make a little bit less <= ovr profit 
margins may be a little closer, but I would say we 
would still be in a fairly competitive position, 
We would have to analyse that at the time, 

Qo But your transportation costs, T 
suggest to you, in that area in order not to be 
a burden to you would likely have to be zere or 21a8¢ 
to zero? 

A. Well, they should be pretty low, 

Q. There is nothing much lower than 
zero, is there? From the Maritimes, there may be; 
pea may want a negative transportation cost. 


A. I think your suggestion of zero 
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ANGUS, STON HOUSE & CO. LTD. Fairley, CYr-exX, 15444 


: TORONTO. ONTARIO (Sinclair) 
1 

D tranportation costs is pretty good, all right, 

3 Q. Yes, but I am asking you if you 

4| § think you would likely need that? | 
5 A. No, we would not have to go ties iow, | 
6 but we would have to have some real good compevivive ) 
» transport costs, that is correct, | 
8 Qo There was one little remark == and I | 
9 am’ sure my note is wrongs you said in regard to your : 
10 profit margins that freight rates ate them all up. | 
1 I am always interested in corporations and how they | 
12 we doing, and is it your suggestion to this | 
13 Commission that Dosco over tne Last five ycaro nas 


had all its profit margin eaten up by freight rates? 


A. No, not the full amount, of course 


not, Dosco has been profitable over the last few 
years, I would submit, of course, that compared to 
our principle competitors -- the other three large 
steel producimg companies <= Deoeety pfofits 

are small, . but they have been profitable. Our 
published statements so show that, 

Qe I can't we@all this offhand, but i 
am sure you can, and you can put ié on the recora: 
what was the return on your net investment from your 
steel making operations at Dosco for the last, say, 


Na 


five years? wey 


A. I couldn't give you that right off 
hand just on steel making, because our published 


statements are the whole operation, steel making being 


the major part of it -- the basis of it. But, our 
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TORONTO, ONTARIO (Sin clair ) 
D published report for last year showed a shave over 
3 two per cent, 
4 Q. That is after taking in your coal 


operation? 

A. No sir, that is entirely separate 
except for two coal mines which come under Dosco, 
The major part of the coal operations are in che x . 
Dominion Coal Company and are completely separated ey 


and not consolidated, and it showed a substantial 


loss -= $1,800,000.00, to be exact, or thereaboute, 


But Dosco last year showed a shave over two paieeent. 

Qe On net? 

A, On sales, and just about the same 
amount on book investment capital. 

Qe Less depreciation? 

As Less depreciation, Our net 
investment in facilities at the moment runs $70 million — 
to $71 milliom, In order to operate that we have to 
run about 50 million to 52 million in working capital, 
So you come up to $120million to $130 million <- in 
that area, 

Qe What proportion uf your plant + 
depreciated? 

A. Of course, that takes place every 
year and we are constantly making new investments 
every year. So, I could not tell you in a moment 


what of the otal investments made in the Sydney 


plant from 1900, rougMfy, until the present -- what 


| 
; | 
part of that total amount has been depreciatéed. 
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Fairley, cr-exX, LEALG 
(Sinclair) , 

Q. Would you be good enough to send 
me, and I will file it -- or send the secretary of 
the Commission a copy of it -- what the return on 
net investment on the steel making operations vf 
Dosco was for, es" the last five years? 

A. Sure, I think we will be glad to 
give you that information, for the record of the 
Commission, 

Q. Yes, There was one other question 


I was going to ask you --- 


Ae I should point out, with reference to 


this other thing which we will be glad to furwish 
you with, the last five years have been among the 
best five years in the steel industry that the steel 
industry in North America has ever known, 

Qe I didn't know that, — 

A. I would like to have that in the 
record. 


Qe It always seems ~- you are to be 


complimented that you come here with such aggressivenes’ 


and have had such a good five years, because there 
are other people who have not. 

AS I am looking forward to a pretty 
tough five years in the next five years though. 

a: Well, you have got a little fat to 
live on. There is one other question I did wish to 
turn your mind to, and that was this: I asked 
this question of Mr. Matheson and it was a question 


I gave you notice of. Have you considered that if 
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to administer and, generally speaking, I would much 


prefem@tio see help given the way it has been given. 


ANGUS, STONFHOUSE&co.iTo, Fairley, ¢raex, 15447 
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forqed 
you were hs to move from the Maritimes by the very 


force of economic change, a direct subvention to 


Dosco could maintain steel production in the Maritimes, 


and Mr. Matheson said that is a matter of policy, snd 
I am sure I asked him to draw this to your attention. 

A. Yes, he did, sir, 

Q. What is your view on that? 

Ae You would like to know my opinion 
or view on Dosco getting a direct subsidy. Well, 
of course, this gets into the matter of opinior snd 
Bic) endian of course, as you know and, personally, 
I don't think that that is the way Dosco choula we 


given a subsidy. I think it is more difficult 


prefer to see, if there is going to be any help to 


the Maritime industries, Dosco included, I would" 


(te 


in the past, where the modus operandi is already 


set up. We have had the Maritime Freight Rates 


Assistance Act for many years, and the methods fer \'+ 


ni 
ales 
a 


handling it are set up. Everybody understands it: 


Be rétiroads understand how to operate with it; 


the industries understand their part in it, and it 
seems to me from the standpoint of national policy, 
if I may be so bold as to have an opinion on that, 
that the simpliest thing to do wold be to bring 
this Maritime Freight Rates Assistance Act up to 
date, if you want to ¢all it that, so it does a 


better job in Maritime industry than it is now doing. 
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ANGUS, STONcHOUSE& Co.LToO. Fairley, cr-ex, 15448 
TORD MEN AETARIO ‘ 
(Sinclair) 


Q. Mr. Fairley, in view of your answer 
I must ask you this; all Maritime industry does 
not have the same advantages or disadvantages? 

| A, Well, that is true, 

Qe And by using transportation as a 
percentage or selective apyroach, this does extend 
more advantage, possibly, than is needed in some 
eases and less than is needed in others; wouldn't 
that folla@? 
A. Well, of course, I am speaking only : 
for exen: and I don't know enough about the others | 
to know whether that is true or nob, 

Qe But your answer to me was that you 
did not want to come to a direct subsidy to Dosco, | 
that you wanted to have something that would put : 
all Maritime industry in a etiee teed then we 
took the next step that there were some industries 
who had more advantages or greater disadvantages 

than others, 

At I am sure that may be the case, f 
can't speak from experience, but I am sure that 
may be the case, 

Q. oe the result of using transportation 
may very well result in a misallocation of ) 
transportatiiom resources =-- you might say; but, let | 
us leave that: it may very well result in a mis- | 
allocation of industrial and economic resources 


within Ganada; would you agree with that? 


A, Well, I would assume that that is 
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the purpose of this Commission in that they are sitting 
3 to try to determine what is a proper way to distribute 


4 this thing. I certainly could not give you any 


WP ND che 


5 answers right now, but I am sure this Gommission ir 


its wisdom will come out with some, 


an 


7 Qe Yes, thank you, Mr, Fairley, We 


have found on @ number of occasions when you put 


oo 


9 these what might be referred to as questions that 
10 point up the basic issue of this Commission, that 


11 this Commissiom is going to solve them, and we ave 


12 ldoking forward to them doing so because it dcce 


13 create quite a problem, 


14 THE CHAIRMAN: Six wise men, ! 
15 COMMISGIONER ANSCOMB : Mr, Fairley, would ! 
16 you be good enough to tell the Comimission, when you 


17 talk about your foreign. -ompetition <- that is, 

18 foreign world competition -- and I may ask you some | 
19 things you didn't want to answer Mr, Sinclair. If sc, ! 
20 I am sorry for that, but notwithstanding you will deal 
1 with it? 
4 THE WITNESS: Yes, sir. | 
23 GONMISSIONER ANSCOMB: Whet is the po.rtien 
24 as far as the Canadian market is concerned with 

25 reference to competition from overseas? What ic your 
2% duty problem? What is the tariff problem? 

27 THE WITNESS: Well, there is a duty on 

28 imported steel, I varies very sharply depending 

29 on ak product. 


30 COMMISSIONER ANSCOMB: When you say "product" 
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2 you mean the quantity of type of product? 
3 THE WITNESS: The type -~ and the quantity; 
4 both, It is a moveable thine, I think last vear om | 
5 and I would like to ask Mr, Ellis for this ficure . 
6 I think last year the average duty on imported sves" 
was 84 per cent, 

MR, ELLIS: That is right, | 

THE WITNESS: Eight and a half per cent, Now, | 
that levels out the thing -= some was more and some 
less, ‘With this duty, though, somewhere betwesr °9 
and 25 per cent of all the steel being consumed in 
Canada is imported, Now, this used to mainly come mail 
and again I am speaking in generalities now -- to | 
mainly come from the United States, However, the | 
imports from the United States sare zoing down | 
steadily and the imports from the low wage countr*es 
are going up. The steel that is now imported Mein 
the United States is prineipally that steel which is 
not made in Canada, Of course, nobody can have much 
objection to that, If we are not making it, and w- 
have to have it here, it is going to be imported, 
whereas, the steel that is coming in from the so 79""¢a 
low wage countries is mostly of the type and gra*- ed 
Size of steel that is made here in Canada, and if : 
is directly competitive with us and with the other 


Canadian steel producers, So that, since thi« js 


growing, this import from the low wage countries is 
growing, it is giving us a great deal of concern, 


because we don't know where it is going to stop. In 
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the United States they have the same labour rates, or 
even a little higher ~~ in fact, they are a little 
higher. So, we feel in the steel industry, at least, 
we can compete pretty well with the American steel 
industry, at least in Canada, We don't feel that we 
can properly compete with the European and Japanese 
steel industry even in Canada, I mentioned a figure 
that imports of steel into this country represented 
20 to 25 per cent of consumption: IT used that 

level because it depends on whether or not etetineiads 


all steel products. There are some things such 


as special forgings and so forth which are not included 


in certain DBS figures and which are included in 
these, but it does not include fabricated products 
such as an automcbile. That is over and above, This 
figu®e of 20 ta 25 per cent compares =-- in the United 
States this year it is running about 133 per cent; 


1.3 per cent of its total consumption is imported. 


So, in Ganada we have something of an economic problem 


there as far as the steel industry is concerned, and 
I am sure from reading the papers I see a lot of 
other industries have the same problem, but I am not 
speaking of them because I don't know what their 
specific problems are, 

COMMISSIONER ANSCOMB: Could I put it 
to you this way, and tell me if I am correct or not: 
isn't jt right that Canada as far as a nation is 
concerned is today bonusing coal to be shipped to 


Japan, and that Japan is taking from Texada Island 
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off the coast of British Columbia some iron ore 
to be made into steel in Japan at the wages you speak 
of and to be brought back imto Canada to compete with | 
you or with your ecileaaies in central Canada, If 
that is am how much sense is there in that? 
THE WITNESS: Well, it is so, so far as I 
know, Certainly it has been published that, as Sou “8935, 
a bonus subvention is given on coal, Japan cube | 
imported quite a bit of irom ore from Texada Island, | 
Whether they are doing it today, I can’t answer 
that, but I would not be surprised if they are, 
They certainly are coming back in here and competing 
with us; there is mo question about that. I suppose 
that when you get into looking at the thing, as far 
as exporting coal and ore, as far as Japan is jameeriae 
the answer ultimately is shat Sapan is going, “as 7 
long as we have our present tariff quota set up, | 
to export to Canada, amyway, whether they buy our coal 
or ore or not, They are going to get it somewhere 
else, So, maybe we are doing the best we can to get 
something out of the coal amd ore. f think that is 
one way to look at it because I think Japan will 
continue to export to this country in substantial 


@moeunss so long as it is expedient for them to do 


SO. fhe Japamese will tell you that on the balance 
of payments they are buying more from Canada than 


we are from them, 


ebatin 


sQdra oF ae ape orm ome tae hae bona’ te 
Meoand Corterep) ak nears et fon: TOY, ain 2 MOR 


‘) LF Py! 7 1 
nee fats ot eet ak sapere: damm wos yon ak te 
nA. um i 
Tas 382 O8 ‘gm Sh 02) Cee 2 BMD LM ob se 


Ae 
i) bore 


Alig ats cn f Peel? Sere? Petty es sel aoe Wa re) Hom 


seek | 


A 5 
$k. ) int) cov iy ae Ro Pnawdue, asnod a 


oh 


sf act. ain oooh de die. s oo iup bevanam mt 


T Eee boos OF ae ol ont anid soso 


TNs. 20 oH aLYew t yo na 

ie 
~~ axtned exe vistetaes, yea? Has 
| ; ; yy! = | 
vate qa ote mottaerp om ef exert yeu se i 4 
725 a eed HMIIOO, Of@L 92 Boy wade on 
on 7 ey 


i 12h ae yt bem Léoe Bat sogKet 
& tote at. cle orm ‘ewaie se, 


{An Sooo 1 two ovad ow as Batis wi 
if - * 
i 


* i 


5 ‘ vy ; : A 
pals a. : \ Soh tas Wy « ¥: Aiyy: My me Ss) Te 08 oF émoqxs ° i ry 
‘ f ' Le | ¢ 


*L Shi PARO A . f : ‘ ; Pe OB Pe. ¥ enet ' Shiai 4 


923 GH £8O OW Fabd wi BeROD aae on eh ane yok re) 


oh ; : F t + fae 

; $ rrbele FJ ‘© bes. (900, dé soa aetioege 
rir re at ory e iv : r ny ue 
iw mage, outs < eegened we, Wt ukeot al van s 

ce iM fe 


Wd letiestedne x2 os ame eld ic, ee nt 


had 


ns ob of Redd sok taethedxe at so annie . 


POG Led sit wo tele woy ‘tree thie ene eet at 4 
; é #7 iN gH Mi i 2 , 
‘Mtdd ahensd) moet vaem an — om & 
Rn ; ri Thy eh bo 
ly 


ANGUS, STONEHOUSE & CO. LTD. Fairley 15453 


TORBR. eS, Sis ARID 


COMMISSIONER ANSCOMB: You will hear 
from the farmers that they don’t want to buy his corn an 


hie oats, but if he buys barley and makes beer, that ic 
so much the better, of course, 

Well, now, there isn't any doubt, is there 
that you are sitting, in my language, on the cdge -f 
a volcano because of the tariff problem, which mar not 
sufficiently protect you against European competition, 
particularly when the so-called boom is over in Europe, 
and all those plants, particularly in West aera) 
which have been expanded tremendously with allied 
money and help --= 

THE WITNESS: Exactly. 

COMMISSIONER ANSCOMB: :=--- will then bé 
looking for overseas markets, the same as you are? 

THE WITNESS: You are exactly right, and to 
them Canada is one of their overseas markets. 


COMMISSIONER ANSCOMB: Will you tell me 


one Etkae thing. You may not like this question, and : 
if you don't don't answer it. 
If you were sitting in your productive seat 

in Hamilton -- I am agsuming that your competitor kas 

a plant there, and he was in the centre of, let's say, 

eleven-seventeenths of the population of Canada, say, 

in his area, and you are one thousand miles down the 

street; what would you think, sitting there, if some- 

body came along from that one thousand miles and said, 
"We want the nation to pay a very large proportion of 


their freights so that he can get into my market"? 
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In other words,let us assume, the figure 
will not be correct -- but, as a hypothetical case, 
he sexys to himself, "I am going to have to pay 
eleven-seventeenths of that chap's freight to come and 
compete with me," That is what it is, in effect. 
What would you think of tnat? 

THE WITNESS : Well, I mesitate to put myself 
into the position of my good friends and competitors 
in Hamilton. I think that they would certainly have 
a pretty hard look at it, but what we are attempting 
to say here, if I might go just a little further, we 
do not expect, under the suggestions which we have 
made here in our submission, we do not expect to move 
into the backyard, as it were, of our competitors in 
Hamilton with an equivalent freight rate. 

we do feel this, thougm, we do feel that our 
friends in Hamilton and to a slightly lesser extent 
our friends in Sault Ste. Marie have available to 
them in their backyards, as it were, 4 great steel 
consuming area, where some 59-aid per cent of all 
the steel in Canada is consumed. They have got the 
advantage ie us there, no matter what happens. our 
friends in the Soo, furthermore, have a very distinet 
advantage on all of us on the 14 per cent of the 
steel that is consumed in the western provinces. 

These are natural things and all right. 

We do feel, though, that we should have 2 

chance to get to the edge, at least, of the 23 per 


cent market in the Quebec area. 
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THE CHAIRMAN; The fringe? 

THE WITNESS: Fringe, on a competitive besis 
with our friends in Hamilton. Now, that is all ~e 
are asking in our submission, If we get to the fringe 
of this area, for this one part of the market wmick is | 
on our == at least, on our end of the economy -- pu 
it that way. 

COMMISSIONER ANSCOMB: I just want to ask 
you one other thing, which is purely hypothetical. If 
I could persuade you to come out to Vancouyer Ealund or 
some part of the mainland of Britism Columbia -- j4:->° 
obviously would not go on Vancouver Island, for 
geographical and commonsense reasons -- anyway, if I 
could persuade you to come out there and start a 
steel plant, would you think it reasonable, ther, to 
say that you want to be given this freight sugvention, 
at least to the fringe of the Ontario market? 

THE WITNESS: That is a pretty hypotheticai 
question, Mr. Commissioner, 

MR. SINCLAIR: There is a plant out ther-. 

THE WITNESS : There is one there, Ther? 46 
one there, a small one, that supplies the local ma..c, 
and there are other plants being built, as Mr. Sineiasr 
knows, and as you do, too, in the central part of 
Canada. There are so many factors involved in that. 
It would have to do with the size of the plant, wkct 
they were making and what products they were making 
and whether they were particularly suitable to the 


western markets, or whether you were going to build a 
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plant there with the intention of supplying the western 
market. 

Any answer I would give you to that would not 
mean much, I am afraid. 

COMMISSIONER ANSCOMB: Taank you very muck, 

THE CHAIRMAN; Mr. Cromwell? 

MR, CROMWELL: Mr. Chairman, I think thet 
“completes our evidence in this hearing, and I want te 
thank the Commission very much for giving us their time. 
and I would also like to thank those who have pessabiy 
let us intervene to hear Mr. Fairley and the rest -? 
our witnesses. 

THE CHAIRMAN: Well, they are from Saskatche- 
wan , 

MR. CROMWELL: Yes, they are good people, 

THE WITNESS: Thank you, Mr. Chairmar. au? 
members of the Commission. 


THE CHAIRMAN: We will now break. 


---Short recess. 
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| 
| 
GEORGE E, BRITNELL, recalled | 
CROSS-EXAMINATION BY MR, HUME (resumed ); 

Q. Dr. Britnell, when we adjourned before 
lunch I had asked you -- we were just at page 15445, and | 
I wonder if you would be good enough now to look at the 
next page, 15316? 

ie I have it. 

Q. Starting at line 3, your answer in 
dealing with the matter of rate regulation, you indicate 
that in the view of the province of Saskatchewan tne 
federal authority would determine maximum rates; 

A. Yes. 

Q. Then, you continue with this sentence: 

"In the province's opinion it should 

also have power to be exercised on its own 
motion or on the basis of complaint to ensure 
that rates published by the trucker or any 
other transporter was less than compensa- 
tory." 

A, fmere is a correction tnere. 

MR, CARTER: That is one of tke corrections 
which I advised the Secretary of tmis morning. Tre 
word "not" should be in before the word "less". That 
is line 8, page 15316. So it would read: 

"In the province's opinion, it skould 

also have power to be exercised on its own 
motion or on the basis of complaint to 


ensure tkat rates publisked by a trucker 
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or any otker transporter was not less than 


3 compensatory," 
4 MR, HUME: Thank you, Mr. Carter, 
5 Q. And then, again, Dr. Britnrell, cn 


6 page 15321 you repeat that, I think, at line 10, waere 


7 you say; 


8 "Financial stability would also be safe- 
9 guarded, at least to some extent, through 
10 the powers of the federal authority to 


disallow rates which were not compen- 

satory." 
The question which arises out of that, in reading that 
evidence last night, it occured to me that you seem 
to be putting the truck operator on the same basis as 
the railway in the sense that, why would a truck 
operator who cannot get a subsidy from the fedeval 
government, if he has a deficit, want to mave a less 
than compensatory rate, He would go bankrupt, 
wouldn't he? 

A yes, I don't see how he could avoid 
it eventuali,. He might cause quite a lot of distur- 
bance to everybody else in the process, though. 

Qo I am seeking now information, if I wy. 
I think I know the situation in Ontario, but in 
Saskatchewan on most runs -=- interprovincial runs -- 
are there not two, three or even four trucking lines 
competing one with the other? 

A. I think that is true on many of the lines. 


Q. And if one of them, having only his 
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own resources to fall back on, had rates which were 
less than compensatory and disappeared from the scene, 
there would be others who would carry on; ish't this 
the situation which exists in Saskatchewan? 

A. Yes, 

Q. I am just wondering why you think ict 
would be necessary to worry about the less than com- 
pensatory nature of truckers, some of whom only 
drive their own truck, a small man operating a very 
small piece of free enterprise? 

A, Well, I am just trying to ensure « 
condition or situation that would be fair to everyone 
in the transportation industry; the other truckers, as 
well as the railways. 

Q. Oh, I see, So that, if I am an inter- 
provincial truck operator and due to the fact I am 
prepared to lose money for a year, or I have some 
technological advantage that I am able to take ad- 
vantage of, if I want to lower my rates you would not 
let me do that? 

A. No, because -= not you, Mr. Hume, Luz 
whoever it is might have some Machiavellian intenv o. 
driving his competitors out by lowering them for a year 
and then achieve a monopoly. 

Q. At the present time in the province of 
Saskatchewan doesn't the province regulate its raves? 

A. We are not talking in terms of the 
province of Saskatchewan, Teis, we hope, will be 


a federal propositim, and we are not entirely concerned 
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al with the Cooperative Commonwealth in this respect, 


| 
| 
| 
| 
| 
| 


3 Q. In Saskatchewan you do regulate the 

4 rates on your intraprovincial carriers, but do you 

5) regulate the rates on your interprovincial, in so fax 

6 as the portion of the haul in Saskatchewan is voncer:n2a7 


A. No, we do not, 

Q. What you have in mind under vour regula- 
tory authority is if you have, say, between Toronto and 
Montreal carriers, they are fairly Substantial; if one 
of them wished to lower his rates and give the puvisc 
some advantage of some improvement he was able vc 
discover, you would not let him do that? 

A. Would you repeat that, please? 

Q. If between Toronto and Montreal you 
have eight or nine trucking operato.s carrying gvucds; 
if one of them wished to lower his rates because he 
wanted to lose money, or for any reason, you would not 
let him do that for fear of interfering with his com- 
petitors? 

A, I would let him lower his rates righy wv 


the point where they become non-compensatory., I au 


is going to cause undue commotion in the industry «a.tu 
give unfair competition, dislocate the industry, tuen 
I think there is legitimate ground for interference by 
this authority. 

Q. So, if he wanted to go bankrupt, you 
wouldn't let him; you would keep him away from that by 


making sure his rates were non-compensatory? 
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not going to interfere with him before that. It we 
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A. Yes. 
Q. On page 1538 you talk about one of 
the things, on line 13, that encourages the operation 


of interprovincial trucks or a scheduled hasis. De I 


detect there is some probiem in Saskatchewan where 
the interprovincial carriers do not operate on a 
schedule basis? 

A. I was not thinking of any particular ase 
at all. I thought it would add to the convenience 
of the public and put the truck hauler ona oa 
comparable basis with rail. If that were den-, ** 
would be a DA es Sweep to the public. 

Qe It is my understanding, sir, that any 
interprovincial movement across Canada is on a fairly 
scheduled basis: overnight service tetween Winnipeg 
and Regina, and it is five-day delivery service 
between Toronto.and Vancouver, and trucks liove o2 c 
fairly regular schedule, but they do not leave at a 
certain time. Is that whet you have in mind; that 
they would leave at five after eight, and so on’ 
care that all railway trains leave their stations, ~~; 
something approximating that so that the public i. 

a pretty fair knowledge of the schedules; of the 
approximate schedules. 

Q. Have you any information that indicates 
the public are in any way dissatisfied with what is 
happening now, sir? 


A. Perhaps not with the same meticulo ts 
! 
| 

A. No, no direct evidence. 
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Q. Thank you very much, 

I understand that in connection with the 
quesvion that was raised yesterday by Conmissione: Mann 
on contract carriers, that you have made your stava@ient 
on that this morning. I just want to ask you now tu 
turn to page 15320 where you speak about abandonment. 
Line 5, Mr Carter's question: 

"Q. Under Saskatchewan's proposed 

scheme, would the holder of an inter-_ 

provincial franchise be able at will 
to abandon some part of its service, 
or the route?" 
Your answer was: 

ae No, he would not." 
Again, as in the case of compensatory rates, Dr. 
Britnell, the situation intrigues me. ; If you have a 
small operator -= I am going to take the small man with 
two or three trucks running in the interprovincial 
service; if he finds he cannot keep going, does he 
have to go before a federal Board and prove that ne 
is going to go bankrupt? 

A. I do not know whether proof that he is 
going to go bankrupt is necessary. I think he snould 
not be allowed to pull off or abandon the service with- 
out justifying his position to the federal authority. 
It may not call for an extremely formal hearing 45s 
to whether he should or should not, but he should have 


some reasonable excuse. 


Q. Well, again, of course, I have to seek 
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information, In Saskatchewan, in your interprovincial 
operation between your neighbouring provinces, it is 
my “nderstanding that you have quite a respectabi> 


number of alternative carriers operating cver the seué 


routes, In ovher words, there is good ccempetitica 
between truckers, This is between Regina and Caspary, 
Saskatoon and Edmonton, and any place you want to 
mention? 

A. I understand that to be so. 

Q. If one of these operators, for some 
reason or other, is unable te carry on, as has teppc.. 2 
in the past, wouldn't that -~ shouldn't he be just 
permitted to surrender his franchise without any other 
consideration in view of the fact that there would be 
others who would carry on and no douvt applicants for 
a new franchise? 

A. Yes, I think we have answered tnat part 
in the very next paragraph: 

"The question would then in effect be 

whether the loss and inconvenience to 

the public consequent upon the abandonme.v | 

outweighs the burden that continued opera- | 

| 

tion of the truck line would impose upon 

the truck company." 
Now, if there were three other lines operating it would 
probably be small, a formal application to the regulatory 
authority -- that would be granted without very much 


further delay. 


THE CHAIRMAN: Youa@re thinking of the shipper? 
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THE WITNESS: yes. 

COMMISSIONER ANSCOMB: Supposing it wasn't, 
whav happens? 

THE WITNESS: Well, I have confidence in the 
regulatory authority being sensible in thers matters. 
cy adam going to have any regulation at all yuu 
have got to assume, I think, Mr. Commissioner, 4 cer- 
tain @gree of commonsense --- 

THE CHAIRMAN: Sweet reasonableness. 

THE WITNESS: --- of sweet reasonabicncss, 
thank you, Mr. Chairman. 

COMMISSIONER ANSCOMB: That isn't quite the 
question, If they are very reasonable -- ultra 
reasonable -- if they say, "No, we won't allow you to," 
and a man is going broke, I am asking you what happens. 

MR, CARTER: I do not wish to intervupt, 

Mr. Chairman, but I am just wondering whether perhaps 
my learned friend and Mr. Britnell have gone beyond the 
particular question which was put at page 15320, 

which related to a possible abandonment of part cl wes 
service, or part, in effect, of the route. That <s; 
specifically this answer to waich my learned frien. 
has referred Dr. Britnell was not as I put the 
question; in any event, directed to abandonment cr 

an entire franchise, an entire route, an entire? 
service, but part of any of those things. 

COMMISSIONER ANSCOMB: But, Mr. Carter, I 
do not want to interrupt you, but you must face the 


facts of life, and the facts of life might be that the 
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2 part the man wanted to give up was the part that was 
3 breaking him. All I am asking the doctor is to 
4 kinadiy tell me what happens if the Board says you 


5 cannot close up. He is going to go broke anyway. 
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THE WITNESS: I would think that the Board 
would be reasonable in all cases, 

MR, HUME: Q. Dr, Britnell, the develop- 
ment that gave rise to the limitations and obligations 
on the railways, for which the trucking indstry is 
in no way responsible, surely was on the basis that 
they had a monopoly rail line into that area and in 
some cases abandonment would strangle those areas, 
Now, in the trucking industry that is not the case; 
you have somebody operating the same routes? 

A. I would concede immediately thet the 
situation is not completely the same by any means. 
But, at the same time, the dislocation of business by 
abrupt abandonment of a particular s@gment of routes 
-- particularly it might so Wappen that the rallway 
service had been discontinued ty this competition ~ 
might have some pretty disturbing effects on Lusincss 
and commerce in that area. 

Q. Well, the experience in Saskatchewan 
has been that where a truck operator can't carry <= 
somebody else, and sometimes two or three, applies ?f-> 
the franchise? 

A. Yes. But we are trying to go f255% 
of all just a little beyond Saskatchewan and to rild 
for the future here, assuming that the trucking 
industry is going to be a large industry and 2 ™7re 
significant part of the total transportation picture 


in the future. We don't think we can allow this 


industry to grow up just like Topsy. 
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Q. So the chap who wants to go into the 
trucking industry isn't like the chap who wante to go 
inte a barber’s shop? 

A. No, I think it is a different ketvuie of 
fish altogether, Here you are into apubiic utility. 

Q. What about the contract carrier, the 
man who makes an agreed charge, if you like, or an 
agreed charge type of contract to carry certain goous 
of a contractor? Is he to be under the same obliga- 
tion? 

A. No. 

Q. Finally, Dr. Britnell, I just wonder 
whether or not I properly understood your answer at the 
bottom of page 15325 and over to 15320 where my 
learned friend was asking about Saskatchewan's view 
in connection with international chudesbpenstione; and 
your answer was; 

"The province is unable to see that it 

would be possible to work out a scheme 

under which rates covering the Canadian 

portion of an international run could 

be controlled effectively in the sense 

of setting maxima -- and the word "drof- 

fing" appears -- non-compensatory rates. 

MR, CARTER: I may be able to assist here. 
In the second line, sir, page 15326 the interesting 
word, if I may call it that, "droffing" appears. That 
should be "forbidding". Similarly, sir, in lines 


5, 6 and 7 the sentence that appears there presently 
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reads: 
"Those tariffs which have been filed 2nd 
pubsished would be subject to controi, 


entry, and so on," 


The word "Those" in line 5 of that sentence should 
be "Thus", In line 6 the word "which should pe 
"would", and the word "entry" should be added after 
the word "published" in that same line and the word 
"entry" should be struck out where it appears in 
line 7. The sentence would then read: 

"Thus tariffs would have to be filed 

and published, entry would be the 

subject to control, and so on," 

MR. HUME : Thank you, Mr. Carter, 

Q. I am only directing my attention co the 
first sentence at the moment, Dr. Britnell, in relation 
to the international operation, Now, it is my 
understanding that the Interstate Commerce Commission 
in the United States pretty effectively control the 
international truck operators that run up into Saskatecne 
wan from the United States, do they not? 


e I don't know, Mr. Hume, 


Q. Well, you indicate that SaBkatchewau 


can't see the possibility of working out some scheme for 


these international carriers, and as they represent 


quite a substantial total of the federal carriers in | 
Canada, I suggest to you that as the United States 
are able to regulate their operators and they get into 


trouble when they get home, the Canadian authority 
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could operate the same control? 

A. yes. 

Q. Now, my final question to you. If I 
may say, you have been very helpful in my, at least, 
better understanding of your brief, in cennection 
with the highways in your province, the satistics as 
I have had a chance to read them -~ and I am referring 
again to the Stanford Research Study -- show that 
the province has a large mileage of roads of all kinds? 

A. Yes. 

Q. Is it not so that the highway cust. 1t.. 
your province are, generally speaking, somewhat less 
that in other portions of Canada? 

A. Oh, yes, British Columbia, I am sure. 

Q. I had an opportunity to review this 
study, this Stanford study, dated December 1959, i. 
preparation for your brief, and I just want to --- 

A. Of course, the Stanford Research 
Institute did not prepare our brief. 

Qo The Stanford Research Study was prcopaica 
for your province, so it says, for tne Industriai 
Development Office, at the request of your Govermincus,s 
and what I just want to know is whether or not, 4» tac 
spokesman for your province, you agree with two t..ings 
that they mention, 

At page 120 the people who made this siucy 
had the following comment to make: 

"The development of bituminous surfaced 


highways in all the prairie provinces and 
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a 


particularly in Saskatchewan and Alberta 
3 has facilitated an extensive freight 
movement by truck within the prairie 


provinces," 


And then they refer to the table, 
"The emphasis on shipments of manufactured 
goods is of particular interest tc preirie 
matke£-oriented industries, for while 
truck traffic has done little to alter 
interregional rail freight rates, it ee 
has served to reduce freight rates : 
within the prairie region as well as 
provide more facilities for serving 
the prairie market more efficiently." 
That is the end of the quotation, i wonder whetner 
you could tell me it is the view of your province -- 
whether you agree with that statement? 
MR, CARTER: Would you like to have that 
before you? 
THE WITNESS : Yes, I think I would like to 
read it. 


MR, HUME: Q@. I have underlined the portion 


I have read to you. 


1m By and large, Mr. Hume, I think I would 


agree with it, But I think perhaps they add a little 


ment, would not feel like adding such words as 
"extensive freight movement". One of our difficulty 


was to get enough information on it or to get 


glow to it that I, being of a more conservative ~ 
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| verification of the table, We could get no verifica- 
tion from the Dominion Bureau of Statistics, 


Q. Tame people who made the Study seemed 


| 
| to credit the table to the DBS? 


A. Yes, If you look in the appendix, that 


is considerably qualified, So I think they filled in 
| a few things themselves, That is the glow I icferred 
to, 

Q. Without knowing anything about the people 
-- it is addressed Menlo Park, California -- if thev 
were préparing it for the Province of Saskatchewan 
perhaps they felt justified in --- 

A. That may very well be so, 

Q. At the summary on page 146 the people who 
made the study said the following: 

"Good local transportation facilities 

are available, All major centres in 

the province are connected by paved 


highways. There is also a highly develop- 


ed rail network and good air services to 
large cities; the tourist and mining areas 


in the north are serviced by four air lines." 


| 
| 
And the last paragraph is; 
"Living conditions in most Saskatchewan 
communities are good, Several of the 
larger cities have well-developed programs 
for urban development." 
I add that because it seemed to be the end of the summary. 


Would you agree with that quotation? No. 6 is 
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, | 
2|| the one to which I would direct your particular attention? 
3 A. I think by and large the statement is 

a) correct. Again there is a little more enthusiasi 


| 
| about the goodness of the transportation facilities, 


The trouble is tnat these people lived in California 


and came up there for a spell, I suppose my disau- 
.| vantage is having lived there for a very substantial 
9| part of my life. 
10 Q. You have had no background in the mov ement 
of goods over the highway? 

A. Oh, no, except as a shipper. 

Q. The Canadian Frucking Associations last 
April filed a brief in which they had certain recom- 


mendations for the regulation of trucking by a draft 


opinion, But.in the preparation of your brief did you 
study the propesed Act that was submitted to the cCommis- 
sion? 

Bs We had a look at it. I don't know how 
intensive a reading has to be to be a study of it. 

We did look at it. 

Q. Apart from the federal, you clearly amus- 
cate your preference for a central regulatory body. was 
there anything elge you took exception to on behalf 
of your province? 

A. I can't recall. 

MR. HUME: Thank you, Dr. Britnell. 
MR, SINCLAIR: Mr. Chairman, just a few 


| 
act. Your brief clearly sets out tne differences of 
| 
| 
| 
| 
| 
questions. 
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ANGUS, STONEHOUSE & CO. LTD. Britnell, cr-ex 15473 
TORONniy, Unt ARO (Sinclair ) 


CROSS-EXAMINATION BY MR. SINCLAIR; 

Q. Dr. Britnell, I think you have indicated 
to mv friend that you have srent most of your Jife in 
Saskatchewan? 

A. Yes, 

Q. And in addition to your professicyz cs 
political economist you are also a grain farmer? 

A. I wouldn't went to put it that high. 

I have a modest interest in a grain farm. 

Q@. You-and your family have been interested 
in growing grain for --- 

A. Fifty years. 

Q. For half a century, and throughout that 
half century you have moved grain to export markets 
at the same rate? 

Bie Yes, not always. We had 2 peinful 
interlude in 1922 and 1923. 

Q. In this period to which you refer 
there were substantial inflationary factors? 

A. yes. 

Q. That were given weight to in ralis*nrz 
the rail rates? 

As yes. 

Q. And you agree that when that rate °n 
grain was fixed the inflationary factors that have 
affected the value of the dollar were not in contempla- 
tion of the parties? 

A, I beg your pardon? 


Q. The inflationary factors that have take 
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ANGUS, peencuss 5 22. LTD. Britnell, cr-ex L5474 
(Hume ) 


place in the last half century were not in contemplation 
of the parties? 

A. I don't know wnether they were or not, 
There have been inflationary factors before, and pre- 
sumably they could happen again. 

Q. Dr.Britnell, in 1897 when that rate 
was fixed the monetary policy was on the gold standard? 

A. Yes, it was. 

Q. And even in 1925 when the statutory 
level became operative and the amendment to the Raiisway 
Act was made, people were goid standard conscivus au 
that tine ? 

A. Yes 

Q. And the departure from the gold standard 
in our monetary way of life has had a material erfect 
on the fixed level? 

A, I am not sure of that, because you 
could have had all sorts of changes, and there have 
been over the years that Great Britain was on the 


gold standard; . you had very substantial changes. 


Q. And they tried to bring it back on tac 
gold standard and it didn't work? 

A. Yes, That was for many other reasvuns 
which would keep us here all night going into. 

Q. You have been a witness in other cases? 

A. Yes. 

Q. And, indeed, you were the spokesman for 


the whole three prairie provinces on this question of 
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ANGUS, ? i 
Be ereea eh 6 98: ro Britnell, cr-ex 15475 
(Hume ) 


11 grain and the historical aspects of it, grainto export 


positions, in March 1950, before the’ Turgeon Commission? 
4 A. yes, I believe 1 had that distinction, 
5 Q. In preparation of presenting your views 
6] did you take occasion to reread the presentation you 


| 

| 

| 
made at that time? 

A. I am afraid I forgot it. 

Q. Your history seems to have it --- 

JA; I re-read the brief which I submitted. 
I don't believe I re-read the cross-examination which 
you conducted at that time. 

Q. Would you look at page 2 of your volume, 
submission to this Commission, Historical Analysis of 
the Crow's Nest Pass Agreement and kates? 

A. | Yes, 

Q. And follow with me, would you, at page 2. 

It is headed "The Crow's Nest Pass Agreement", and I am 
going to read from the transcript of theRoyal Commission 
on Transportation, Volume 104, and you tell me to stop | 
if there is a difference: 

"Crow's Nest Rates were introduced by | 

the Canadian Pacific Railway in conformity | 

with an agreement made under an Act of the 

Federal Government .. .” 

f Aa, It isn't the same as here. 

Qe That is right, not yet. I will hurry 
along to where it is the same. 

"Crow's Nest rates were introduded 


by the Canadian Pacific Railway in 
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ANGUS, STONEHOUSE,6 CO. LTO. Britnell, cr-ex 15476 
(Hume ) 


conformity with an agreement made under 
3 an Act of the Federal Government in 1897 
4 (Statutes of Canada, 60-61 Vic., @. 5). 
The INGE Bs-s88 to grant the C.P.n. 
a subsidy of $11,000 per mile, buc not 
exceeding a total of $3,630,000 for the 


construction of a railway from Lethbridge, 


| 
| 
| 
| 
! 
Alberta, through time Crow's Nest Pass to 
Nelson, British Columbia. The C.P.k, 
an its part agreed to build the railway 
to specifications as to standard, 
location and time; it agreed to permit 
control of certain of its rates; and it 
agreed to introduce specific reductions 
in certain other rates. Tne latter 
rates as reduced in eaeiwanes with 
the agreement have come to be known as 
‘Crow's Nest! rates. The rate changes 
agreed to by the C.P.R. were the following:" | 
(a), (b), and I think if you will read aldng here you | 
will find that the language,even to punctuation, has | 
a similar ring? | 
A. Yes, with a few changes. 
Q. you have improved it. 
A. I hope we have. I make no apologies 
for doing that either, since this is a purely factual 


account of what happened, and it seemed silly to change 
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ANGUS, STONEMUUSE & CO. LTD. Britnell, cTr-ex, 1 54 
pd oat ehapaeacieg Tm doatect, Yt d | (Sinclair) - 1? 


Q. Please don't misunderstand me. In 

3| writing your historical analysis you, I would SuebR. 
4| have used material which you rvrenared before as a 

: sabe, but I am suggesting to you that you didn'& cive 


weight to the evidence other than your form?1 


presentation, I take your answer to be -- the cresz 


~ 


3 examination? 


9 A. Yes. 

10 Q. You didn't review that? 

11 A. No. 

a Q. But you were pretty knowledgeahte oF 


13| the western scene when you appeared in 1950? 
A. I knew something of what was happening. 
Q And pretty knowledgeable about the 
reactions of the western Canada farmers! propos4!s? 
A, I think so, 
Q. And they haven't changed matericilty? 
A. No, not with respect to the Crow's 
Nest Pass rates. 
Qe Thank you very much for that, Dr. 
Britnell, and I only have a few minutes now, and I 
want you to turn now to deal with volume 89 -- and = 
will bring you back to volume 104 of the other 
transcript in a minute. In answer to my friend Mr, 
Cumming you suggested that your proposal for a 
national transportation subsidy as you discussed 7% 
at page 15333. -- maybe I should read the whole question 


and answer: 


"Q, Now that you have mentioned it, Dr. 
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ANGUS, STONEHOUSE & CO. LTD. Britnell, cr-ex, 4 
~—. (Sinclair) se 


. Britmell -- and I will come back to this 
general question of your transportation 
subsidy in a few moments -- and now that 
you have put it in terms of a westem- 
Merttime Freight Rates Act, do you 
envisage the mechanics of it as operating 
in the same way as the present Maritime 
Freight Rates Act? 

A. As far as we are concerned, I think 
we would wish some changes in that I 
think it should involve or shomld cover 
all traffic moving into and out of the 
western area with the exception, of course, 
of that traffic which is already moving 
at statutory rates, together with 
movements of traffic inside of the area -- 
with that qualification." 
That was your answer? 
A. Yes, 
Q. And that is your submission to the 
Commission? 
A. Yes. 
Q. Dr. Britnell, why did you make an 
exception for the statutory rates on grain? 
A. Because we are reasonable men and 
we didn't feel that we have any serious quarrel 
with the present arrangements. We don't want to 
go to Parliament to ask them to change it, and we 


don't want other people to do that either. 
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ANGUS, STONEHOUSE & CO, LTD. Britnell, Cr-ex, 15479 
TORCKTS, SSTARIO (Sinclair ) 


Q. Bu&é you would not have any objection 


following the principle of the Maritime Freight Rates 


Act to have the Board of Transport Commissioners fix whait 
would be a normal or a Winton ie; normal level? ! 
A. Oh yes, we would, on the statutory | 
rates, We don't want the Board of Transport | 
Commissioners to touch them, We don't want them to | 
lower them, even; I will go that far, | 
Qe Have you changed your view in this | 


regard since 1950? 


A. I couldnt’ say. I am sure vou will 
refresh me on what I did say, 
Q. I certainly will, Dr. Britnell. So 


that there will be the full matter before you, I 


am now referring to the transcript of the Turgeon 
: | 


Royal Commission, the Royal Commission on Transportation: 
Volume 104 which is the transcript of the proceedings | 
of March 27th, 1950, and I want to refer you to three ! 
parts, Page 19208 is the first page, and it is in | 
answer to Commissioner Angus: . 
“@ommissioner Angus: Dr. Britnell. 
arising out of the historical analysis. 
did you find that in the negotiations of 
1897 and the parliamentary debates, that 
consideration was given to the possibility 
6f financing a war by inflation or 
resorting to inflation for any other 


purpose? 
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ANGUS, STON<nUUSE & CO. LTD. Britnell, cr-ex, 15480 
agli a ia (Sinclair) : 
Q Were the agreements made on the 
assumption of a fairly stable currency? 
A, I think they probably were, 
Q. And then when the inflation occursved, 
were the adjustments made by legislation 
#o substitute some other arrangement for 
the earlier one, in order to take account 
of that inflation? 
A. Yes, I think that was undoubtedly 
a consideration which led Parliament in 
1925 to cancel the rates on products 
moving west. I certainly think that was 
a consideration affecting their decision 
at that time." 
That is one point, The next one is at 
page 19219, and this is more important, so maybe 
we could read it together: 

"wr, Covert Q: If that is so, would 
it not be your view that if they are 
carrying a particular product, especiaily 
one which involves such a large volume 
of Sraffic, at rates which are non- 
compensatory, the national government 
should.ceec 
A. Yes, 

Qs »eesubsidize that, if that proved 
to be the case? 
A. Yes, 


Q. That is your view? 
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ANGUS, STONENOUSE & CO. LTD. Britnell, er-ex, 4 5481 


S ehiieaeel 


(Sinclair ) 


jas Yes," 


In the next part, we have to read a little 


mers, and I om putting 1% all in context, This is 


at page 19242, and I think possibly this is in; 


question: 


"Q, If the Board of Transport 
Commissioners were directed by statute 
to make an inquiry into the cost of moving 
grain to Lakehead and it fixed rates 
that returned to the railways douethias 
more than that cost of movement, yu 
still think the western farmer would 
object? 

A. Definitely. 

Q. And if the legislation also provided 
that any burden that he bore --- 

THE CHAIRMAN: Any what? 

MR, SINCLAIR: Q: Any burden that the 
farmer bore in connection with paying 

a rate such as I have outlined, wouic 
be taken up by subsidy which would be 
paid at the time he received his chequ-- 
from the Wheat Board? Would he objece 
then? 

A, Yes, 

Qe He seems to be objecting to 
everything. Do you think that is a fair 
statement? 


A. No. 
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ANGUS, STONENUUSE & CO. LTD. 


TORS tt ay areal. 


Britnell, cr-ex, 


(Sinclair) atid 


THE CHAIRMAN: Now, you are talking of 
the subsidy paid to the shipper, are you? . 
MR, SINCLAIR: Yes, 

THE WITNESS: Yes, | 
MR, MacPHERSON: Paid, that is, to the 
industry? 

MR, SINCLAIR: The subsidy to the industry, 
yes. 

THE CHAIRMAN: Well, then, what Dr. Britnell 


objects to, he says ---- " 


And you interrupted the chairman to make 
ten and you say this: | 
"THE WITNESS: It would be inconsistent | 
with the entire approach of the prairie | 
provinces that the railways are instruments | 
of national policy, and that if any 
adjustment is necessary the adjustment 
should be made to the railways themselves. 
MR, SINCLAIR Q: You think that that is 


the view of the western farmer, do you? 


A. Yes. 
Qe In all provinces? 
A. Well, I have not consulted #he whole 


300,00 of them, but I think it is. 


Qo But you have consulted their 
representatives? 
A. I have consulted their representatives. 


I think it is substantially their point 


of view." 
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TORENT*) ONTARIO 


(Sinclair ) 


Now, the Chairman made it abundantly 


clear, afid so did Commissioner Angus by the following: 


“THE QHAERMAN: Do you say that 
your people agree with the principle of 
the Maritime Freight Rates Act? 

A. Yes, That is, I am talking now 
for the province of Saskatchewan on that 
particular point, the Maritime Freight 
Rates Act, 


COMMISSIONER ANGUS: And they would not 


assessing the sort of normal rate? 


A. No, 

Q- For the purpose of measuring the 
sub sidy? 

A. No," 


Now, at that time, Dr. Britnell, the 
Canadian Pacific Railway -- and they had the support 
of some shippers and receivers of freight -- were 
suggesting to the Turgeon Royal Commission that the 
Crow's Nest or statutory provisions -- call them 
which you will -- in the Railway Act should be 
deleted; they should be repealed, and it was the 
position of Ganmadian Pacific that farmers should 
pay on their grain moving to export positions on 
the same basis as other traffic was moving on the 
railway. And further -- and this is the important 
point -- that if the western farm economy -~ the 


grain-growing economy of the west -- under any 
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enone (Sinclair) 
5 particular circumstances needed some special assistance, 
3 that special assistance should be paid to the western | 
4 farm grain-growing economy directly, and it was | 


the position of you on behalf of the governments 

of the prairie provinces that this was not aeccevtab’- 
because you objected to a subsidy being paid dive:tly 
to the farm community; correct? 


A, Yes, 


Qs And you said -- it is on record now 
in this volume -- that it should be paid to the ~attuays, 
that the control of parliament over the rates and 
their levels should remain, 2nd that you had no 
objection to the Board of Transport Commissioners 


fixing the normal level and having the difference --- 


A. I think the normal level clearly 
refers in the last part of that statement which ym 
read to the level of the subsidy under the Maritime 
Freight Rates Act after it had been extended to 
western Canada, and not to the Crow's Nest Pass rates, 

Qe Well now --- 

A. That is my reading -- that is mv 
assumption from your reading it, 

Qs That is why I read you two pages *- 
point out to you this was all directed towards grain. 

As That is eleven years ago, and my 
memory is a little defective, 

Qe I will certainly allow you to look 
at the record =-- 


MR, CARTER: If this is going to be a matter 
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of some importance, I suggest these entire volumes 
of the Turgeon transcript containing this cross- 
examination might be filed, I, of course, had 
nothing to do with Turgeon and have only brieflv 
come in here, I, myself, did read through the 
cross-examination having to do with Crow before 
Turgeon. it seems to me it is a matter of arguren’ 
as to the intéerpretaszion to be placed upon this 
particular portion of the evidence given before 
Turgeon. For what this is worth -- and I am nok 
saying it is worth very much -- I interpret that 
particular portion of the transcript to which Dr. 
Britnell has been referred --- 

MR, SINCLAIR: Never mind how you interpret 
it. Iv is how the witness interprets it, in my 
respectful submission, 

THE CHAIRMAN: Mr. Carter, all the Turgeon 
evidence is in the library here, and you can see that, 
and I am sure Dr, Britmell would want to see it again. 

THE WITNESS: Yes, I would like to. 

THE GHAIRMAN;: And we can adjourn now 
until 10:00 o'clock tomorrow morning. 

MR, SINCLAIR: Is was for this. reason 7 
brought it up because I was going to suggest to 
the witness he might want to view it overnight. 

MR, GARTER: We appreciate that very much, 

MR. SINCLAIR: I should say this, Mr. 
karen, and this has nothing to do with the 


cross-examination of Dr. Britnell -- but it has to do 
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with the proceedings before the Commission, I speak 


to it because some of my friends, including Mr. 


' Garter, have asked me in particular whe ther I am 


going to avail myself of tne kind offer of the 
Commission to ask Mr, Stechisin to stand down wnen 
he produces his evidence, I have considered this, 
Mr. guadienan and I recognize the desire of the 
Commission -- and it is no greater than my own, I 
am sure «- to complete the hearings and to get on 
and finish your work, and while I recognize thas’ 
Mr. Mauro did make this offer also -- and I appreciate 
that personally -- the delays that have teken place 
and the prejudices to my client move me to say when 
Mr. Stechisin is finished and when it comes my 
turn we will do the best job we can in cross-examining 
to assist the Commission. 

THE CHAIRMAN: Thank you, Mr. Sinclair. 


---Adjournment, 
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---On commencing at 10.00 a.m, 


THE CHAIRMAN: Order, please, 

I think I should say before we start that 
we will be sitting all next week, and after Manitoba 
we will have Mr. Saunders in chief. 

MR, SINCLAIR: Well, Mr. Chairman, now that 
you have said that we must necessarily -- and I am 
sorry to find myself in this position constantly of 
objecting -- but we must object to Mr. Saunders! 
evidence being received. We made our position on 
Manitoba clear, and in view of the views of the Com- 
mission, their attitudes, we have undertaken, and 
Mr. McDonald «lso is in this position, of kis going on with 
Mr. Stechisnin, 

THE CHAIRMAN: The idea was that he be 
examined in chief. 

MR. SINCLAIR: Well, of course, Mr. Chairman 
it is all very well to put something in in chief and 
then I don't know when he will be back. We are 
looking for his Volume Il, and what I suggest to 
this Commission is that he has got to come back, 
well then why doesn't he present his Volumes I and II 
at tl. same time so that we are not trying to deal with 
one interrelated part. We have only had a very 
cursory look at his Volume I. Indeed, I was informed 
this morning that two crucial maps on that volume 
would not be available, at the earliest, until Friday. 


We had people in Washington yesterday looking at some 
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of his working papers, and I am instructed, as a 
minimum, to look at these working papers and deal 
with them and analyse them, a minimum of five or 
six days is required by our staff, 

Now, I told them not to do it because we 
are surely not going to put the staff to the work of 
doing it one time and doing it another time. My 
suggestion to the Commission is that, to assist the 
Commission in proceeding in an orderly manner, I said 
we would continue with the cross-examination of Mr. 
Stechishin. We are engaged in doing what we can on 
that. There is quite a bit of pressure involved in 
doing it. 

Now, Mr. McDonald is in the same position as 
I am, That is correct? 

MR. McDONALD: That is ae 

MR. SINCLAIR: And he is prepared to con- 
tinue with the examination of Mr. Stechishin. It 
would rather appear that Mr. Stechishin -- and I am 
relying on my friend; I had a discussion with him and 
he feels that Mr. Stechishin would be finished his 
in-chief and the addendums he is putting in on the 
material by Friday, if we get started today, which I 
think we will; and that we would then proceed. 

Commission counsel Mr. Cooper, who has not 
been here for the last couple of days because he is 
there, out of the court room, working on Manitoba's 
submission -- of course Mr. McDonald and I were.here 


in the court room trying to be of what assistance we 
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could be to the Commission, and the only time we have 
to work is at night. 

THE CHAIRMAN ; All we are concerned with is 
getting on with the job. 

MR, SINCLAIR: Well, my suggestion to the 
Commission, Mr. Chairman, is to tell Mr. Saunders, 
"There is no use you coming here on Monday and inter- 
rupting in the middle of what we are doing and what 
we are doing with respect to Manitoba; come when you are 
going to put your whole material before this noeevaneaad 

MR, McDONALD: I agree, Mr. Chairman, with 
what Mr. Sinclair has said. I think we should have 
the full case, Volumes I and II, and certain maps which 
we have not got yet. 

I do not see what is going to be added by 
reading in Volume I. Wait until we get Volumes I and 
II and pit the whole thing in. 

THE CHAIRMAN: Have you been in touch with 
Mr. MacKimmie? 

MR, SINCLAIR: Mr. McDonald and I wired Mr. 
MacKimmie and told him this, and he said Saunders says 
they are not interrelated. That is what Saunders says. 
We say they are. 

Then, he says, in any event if you are em- 
barrassed; if you are not prepared to go on, I agree that 
anything you think is interrelated you may defer the 
cross-examination on. 

Well, Mr. Chairman, we are just not, respect- 


fully, we should not be put in that position of picking 
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eosings So that our position would be that we 
would not touch Mr. Saunders. If the Commission wants 
tomy, "Well and good, don't touch him, that's fine. 
The Commission has heard his submission. That's 
enough. You have had your opportunity’ -- very well, 
we will bow to the ruling of the Commission in that 
regard, but we do not think 41t.is fair. We may as 
well say that. After all, we have had some experience 
in the transportation business in Canada, and we have 
been here a long time. | 

THE CHAIRMAN: Well, will you go on with 
Dr. Britnell? 


MR, SINCLAIR: Yes. 


CROSS-EXAMINATION BY MR. SINCLAIR (resumed ): 

Q. Dr, Britnell, just before the adjourn- 
ment last evening I had made reference to your evidence 
before the Turgeon Royal Commission in 1949 to 1950, 
and I made reference to those pages in which there 
were three points: the first with respect to the gold 
standard and the contemplation of the parties as to 
inflation when the fixed grain rates were made; secondly, 
which arose out of your cross-examination by Commission 
Counsel Mr. Covert, that having to do with payment of 
a subsidy to the railways for the carriage of grain. 
Your view was, as I read ib, that that should be done. 
And, further from that, and arising out of some ques- 


tions I was putting to yous followed by questions put 


by the Chairman of the Commission and Commissioner 
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Angus as to the mechanics of measuring the subsidy of 
grain in relation to the Maritime Freight Rates Act. 

Now, you have had an opportunity over the 
evening to consider this material? 

A. Yes. 

Q. Then, would you like to comment on it? 

As yes, I would, Mr. Sinclair. 

MR. CARTER: If I might just interrupt for 
a moment, Mr. Chairman. I did not know whem you ad- 
journed last night just what use my learned friend 
proposed putting these excerpts to from the Turgeon 
Commission, If my learned friend, as I now see his 
point, proposes to have the witness comment on those 
portions which he read, then there are certain other 
portions of the testimony given. 

| THE CHAIRMAN: There will be cross-examina~ 
tion and re-examination by you. 

MR, CARTER: What I am coming to, Mr.Chair- 
man, is this: that on my instructions I do not think -- 
Dr. Britnell will speak for himself -- but on my 
instructions I do not think Dr. Britnell will be 
able and ready to answer the question put by my 
learned friend, namely, "Will you comment on that?" 
with it making reference to certain other portions of 
other evidence before Mr. Justice Turgeon. 

THE CHAIRMAN: He can do that. 

MR. CARTER: To simplify it, if I now were 
to refer the Commission and my learned friend to these 


other portions, which I am ready to do, or, if you 
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wish, the witness might refer to it, 

THE CHAIRMAN: He can handle himself. 

MR. SINCLAZTR: I do not know how long Mr. 
Carter has known the witness, just to know how well he 
can handle himself --- 

MR. CARTER: We know each other very well, 

MR, SINCLAIR: Q. Could you tell this 
Commission how many Royal Commissions you have either 
been a witness before or a part of in the last twenty- 
five years? 

MR, CARTER: Take your time in answering 
now. 

MR, SINCLAIR: Q. Just roughly? 

A. Well, Mr. Chairman, I can do that, with 
some blushing, very quickly. I have been a chairman 
of two Royal Commissions; I have been a member of two 
others; and I have appeared as a witness before four 
Royal Commissions. 

Qo Dr, Britnell, I did tell you also -- 
and I thought your counsel agreed -- that the purpose 
-- and I set these questions up to you so we may 
have them here. I take you to page 15477 of Volume 
90: 

"Q, But you were pretty knowledgeable 

of the western scene when you appeared in 


1950? 


"A. I knew something of what was hap- 


pening. 
"Q, And pretty knowledgeable about the 
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reactions of the western Canada farmers to 
proposals?" 
And I would like that correction noted on the record, 
as I read it:". . . to proposals. 

"Aig I think so, 

"Q. And they haven't changed materially? 

"A. No, not with respect to the Crow's 
Nest Pass rates." 

Now, that is the reason for my drawing your attention 
to evidence that was given by you to the Turgeon 
Royal Commission. 

A. yes, Well, I think I can best inter- 
pret the whole structure or all of the passages which 
Mr. Sinclair gave me, Mr. Chairman, by just going back 
perhaps half a page, to page 19241 in the Turgeon 
Commission evidence in which Mr. Sinclair was cross- 
examining me, in which he said: 

"Q. And would the western provinces 

be prepared to support a rate for the move- 
ment of grain that would give us something 
more than the cost of moving the commodity? 

"A. No, the western provinces would 
never agree to consider grain entirely by 
_tself in the narrow and restricted sense 
of the assumptions which you ask ine to 
make and in the terms of the question. 

Now, I am interpreting western opinion, 


I am afraid. 


"On, you haven't consulted about it? 
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i Very definitely. I say I am 
interpreting western opinion there and I 
know it is the position of all the people 
I have been associated with, 

"Q. You would not agree with me 
that the western farmer is prepared to pay 
a cost for moving grain from the elevator 
to lakehead that would return to the rail- 
ways something more than the cost of moving 
that commodity? 

“A Well, he refuses to accept the 
dilemma in which you try to place him by 
paying rates on grain, He wants to tag 
along with parliament, and that is why he 
is so confident of parliamentary control. 
He wants to take the proper national approach, 

"9, In other words, to make somebody 
else help him to carry the burden? 

ee That is not it, and that would 
be an implication that he would resent. 

a He would? 

OAs Because he looks upon the railways 


as instruments of national policy with the 


tariff that is the first time it has been men- 


tied in and any attempt to put him 
into a position of that sort would meet 


with a good deal of, 1 think, just resent- 


ment." 
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And, then, Mr. Sinclair continues with 


the passage which he fead last night: 


"If the Board of Transport Commissioners 
were directed by statute to make an ace 
into the cost of moving grain to lakehead 
and it fixed rates that returned to the 
railways something more than the cost of 


movement, do you still think the western 


farmer would object? 


"A, Definitely. 


"Q. And if the legislation also pro- 


‘vided that any burden that he bore -- 


"The Chairman: Any what? 
"Mr. Sinclair: Any burden that the 
farmer bore in connection with paying a 


rate such as I have outlined would be taken 


up by subsidy which would be paid at the 


time he received his cheques from the 
Wheat Board, Would he object then? 

“A, Yes. 

"Q, He seems to be objecting to 
everything. Do you think that is a fair 
statement? 

"A. No. 

"The Chairman: Now, you are talking of 
the subsidy paid to the shipper? 

"Mr, Sinclair: Yes. 


"The Witness: Yes, 


"Mr, MacPherson: Paid, that is, to the 
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industry? 

"Mr. Sinclair: The subsidy to the 

industry, yes. _ 

"The Chairman: Well, then, what Dr. 

Britnell objects tohe says... " 
as and I hadn't heard the Chairman, who was 
a soft-voiced man, as everyone here knows who heard 
him -- and I continued: 

"Tt would be inconsistent with the 

entire approach of the prairie provinces 
that the railways are instruments of national 
policy, that ny adjustment is necessary, 
the adjustment should be made through the 
railways themselves." 

That is,in terms of national subsidy is what I meant . 

Q. That isn't what you said, 

A. Well, I had just mentioned national 
policy in the same sentence. I didn't want to have 
national policy twice in the same sentence. 

Qo of course, there is quite a difference 
between national policy in the way you used it, I 
suggest, and what you have just added. But, in any 
event, what you have just added wasn't there? 

A. No. 

"Mr. Sinclair: Q- You think that 

that is the view of the western farmer, 
do you? 

"At, yes. 


"Q. In all provinces? 
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"A, Well, I have not consulted the 

whole three hundred thousand of them, but 
I think it is. 

"Q, But you have consulted their repre- 

sentatives? 

"A, Ihave consulted their repre- 

sentatives. I think it is substantially 
their point of view.” 

Then, and this, Mr. Chairman, is a most 
interesting non-sequitur, the @hairman broke in and 
said: 

"Do you say that your people agree 

with the principle of the Maritime Freight 
Rates Act?" 
That is a complete break from the discussion of Crow. 

Ae; yes. That is, I am talking 

now for the province ---" 

Q. Pardon me? 

MR. CARTER: Let him finish his answer. 

MR, SINCLAIR: Q. Just so the record 
will be clear, when you say "That is a complete break 
from the question of Crow", that does not appear in 
this record of the Turgeon Commission? 

A. Oh, no, no. 

Q. That is what you are saying now? 

A. That is my interpretation of it; yes, 
that is my interpretation of it. 

Q. Yes? 
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ANGUS, STONEHOUSE & CO. LTD. Britnell, cr-ex 15498 
TORONTO, TARIO 
ci (Sinclair) 


people agree with the principle of the 
Maritime Freight Rates Act? 


Pace Yes." 
And, then, I very carefully stepped out of the 
position of being the witness for the three prairie 
provinces and came down to the position of being the 
witness. of the Province of Sasktchewan, which was the 
only province I could speak for on our suggestion with 
respect to the extension of the Maritime Freight Rates 
Act to western Canada, and I said: | 
"Yese That is, I am talking now 
for the. Province of Saskatchewan on that 
particular point, the Maritime Freight 
Rates Act. 
"Commissioner Angus: And they would 
not object to the Board of Transport Com- 
missioners . .» .”" 
Q. Pardon me, Dr. Britnell, and "they 
would agree" means the farmers of westen Canada? 
Ao Well, that is --- 
Q. Correct. 
AG yes, I think so. 
"and they would not object to the 
Board of Transport Commissioners assessing 
the sort of normal rate? 
"A, Wo. 
"Q, For the purpose of measuring 
subsidy? 
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ANGUS, STONEHOUSE & CO. LTD. Britnell, cr-ex 15499 
oyah (Sinclair) 


Now, I think, Mr. Chairman, that any reading 
of this -- I am much more convinced. than I was last 
night, when it was sprung on me rather cold, that the 
Chairman was talking about something entirédy different 
than the proposal, or the Crow's Nest Pass rates; that 
he had moved over to the Maritime Freight Rates Act. 
And I very carefully, and I think responsibly, separated 

myself from the provinces of Manitoba and Alberta, 

for whom I could not speak on that particular issue, 
ne they had indicated one or two reservations 

about it earlier. 

Q. Dr. Britnell, that is your explanation, 
and that is your interpretation, and what flows from 
it will be a matter of argument. But so that we may 
be complete on it, just what is your explanation of 
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ANGUS, STONEHOUSE & Co. LTO. Britnell, cr-ex, 15500 
(Sinclair ) 


Just what is your explanation of page 
19219? - "If that is ee, would it not be your view 
that if they" - that is the railways we are talking 
about - “are carrying a particular product, 
especially one that involves such a large volume of 
traffic" - and we are all talking about Crow's Nest 
rates, because you agree that this hearing was 
Peiistvely a Crow's Nest hearing. 

MR, CARTER: Well, the record speaks for 
itself as to what Mr. Covert, who was examining, was 
referring to. The record speaks for itself as 
to what Mr. Covert was referring to at that particular 
time, This only illustrates the fact that I am 
not acquainted with the gentleman. 

MR. SINCLAIR: But Dr. Britnell is. 

Qe I will read it again so that the 
record will not lose the continuity that is necessary 
fer reading it at a later time, 

"Tf that is so, would it not be 

your view that if they are carrying 2 

particular product, especially one 
that involves such a large -~- a 

A. What page is that? 
Q. Page 19219. 

"tf that is so, would it not be 
your view that if they are carrying 
a particular product, especially one 
that involves such a large volume 


of traffic, at rates which are non- 
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ANGUS. STONEHOUSE & Co. LTD. Britnell, cr-ex, 15501 
(Sinclair) 


compensatory, the National Government 


should... 
Ay Yes. 
Qo ooesubsidize that, if that proved 


to be the case? 

A. Yes." 

Q. That is still your view? 

A. That is still my view, that a 
national subsidy should absorb anything that may 
result in a deficiency in railway revenues without 
which they cannot operate efficiently. But again, 
as I stressed time and again throughout this evidence 
which I had the opportunity of re-reading last night, 
I want it looked at on a national basis and not with 
reference to any particular segment of traffic. This 
is exactly the sort of mae that I made very clear 
later on to Mr. Sinclair at page’ 19276 of the 
evidence, Mr. Sinclair's question was: 

c "r asked him to treat grain rates 

by themselves and look at them from a 

just and reasonable level to the railways 

along with other shippers and consignees. 

He tells me that the west refuses to do 

that. 

Now, if I understand the position 
_ the answer ie bhet- they, want Some special 
consideration in dealing with grain rates? 


A. No, I am afraid you are misunderstanding 


my answer,. 
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ANGUS, STONEHOUSE & CO. LTD. Britnell, er-ex, 15502 
TORONTO, ONTARIO (Sinclair ) 


MR, SINCLAIR: And that they are not 
prepared, Mr. Chairman (and this would be 
my argument) to look at the grain rates 
on the merits, and that is the position 
that I see from the evidence of the 
prairie provinces as put forth by Dr. 
Britnell. 
THE WITNESS: May I say something to that? 
THE CHAIRMAN: Yes, do you object to that? 
A, I object to that Aken puaa cae I 
think our position does not arise from 
an obstinate perversity in error or in 
malice or anything else, that we refuse 
to look at this picture in this way, We 
say you cannot look at this picture in 
terms of just grain rates; that since the 
railways are instruments of national 
policy, were designed as instruments of 
national policy, then you cannot take 
grain rates out of the overall railway 
picture, That is our position." 
MR, SINGLAIR: Now, I am obliged to Dr. 
Britnell, Mr. Chairman. So that we may clear this 
up once and for all and having in mind all the parts 
of the transcript which have been referred to time 
and again, the fixing of a normal rate on grain, I 
would like to continue reading from where Dr. Britneil 
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This is the Chairman speaking to me; 
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Anmve: Pronmuousre cette. Bratnell, eorex, ad 
(Sinclair ) 


"Do you take the opposite position, 
Mr. Sinclair, that national policy should 
not be looked at, that these rates should 
be dealt with simply on the ordinary basis 
of the value of the service by the railway 
to the shipper? 

MR, SINCLAIR: Yes, my lord, my view 
on behalf of the Canadian Pacific --- 

THE CHAIRMAN: Having remained just 
and reasonable, We always come back to the 
shipper and to the railway and the consignee|, 
and you can reach the consignee. 

MR, SINCLAIR: Yes, the position I 
take, my lord -=-= 

THE CHAIRMAN: That is to say, should 
be detached entirely from any wider 
consideration. 

MR. SINCLAIR: Well, my lord, there 
ig always a relationship. 

THE CHAIRMAN; That is what Dr. 
Britnell says, you seé. 

MR, SINCLAIR: There is always a 
relationship between the cents per hundred 
pound for the movement, between eomparable 
commodities. I say that by fixing 
them by statute they must go out of 
relationship with other rates. 

THE CHAIRMAN: Well, that is a 


diferent thing. 
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ANGUS, STONEHOUSE & CO. LTD. Britnell 9 Cr-e@X, 15504 
TORONTO, ONTARIO (Sinel air ) 


MR, SINCLAIR: I say that they should 
remain in relationship and no particular 
or unusual condition should surround the 
grain rates and the fixing of grain rates, 

THE CHAIRMAN: That is an argument 
against statutory rates only. 

MR, SINCLAIR: Quite so. 

THE CHAIRMAN: On principle. 

MR, SINGLAIR: That is right. I 
understood that is the difference, | 

THE CHAIRMAN: That is right, I am not 
finding fault with you. I am just seeing 
where you are heading to. You have other 
grounds there to. 

MR, SINCLAIR: Yes. 

THE CHAIRMAN; In your brief. 

MR, SINCLAIR: Oh, yes. | 

THE CHAIRMAN: Pages 188 and 189. 

MR, SINGLAIR: I am just dealing 
with Dr. Britwell on the first part of the 
prief and that is the historical matters. 
THE CHAIRMAN: All right. 

MR, SINCLAIR: The basic proposition 
that we are putting forward of course is 
site cwaeiona policy in relation to 
poseadi tare should not be allowed to 

i maintain unjust and unreasonable rates for 


one segment of the traffic moving over the 


railway." 
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ANGUS, STONEHOUSE & co. LTO. Britnell, cr-ex, 15505 
(Sinclair ) 
This is the part that I wish to emphasize: 

"THE CHAIRMAN: Yes, without 
compensation, is that what you say? And 
you say you don't want compensation. 

MR, SINCLAIR: We say, my lord, that 
the rates should be just and reasonable, 
and if the farmers of western Canada 
require assistance, then they should get it 
from the government if it is necessary in 

the national interest. Ay 

THE CHAIRMAN: That the government should 
not use railways to provide this assistance 
to the farmers and then woupananes the 
railways? You say that is a false way of 
approaching it? 

MR, SINCLAIR: Yes, we say it is an 
uneconomic way of dealing with the pitas 

THE CHAIRMAN: In other words, you of 
course, are against the principle of the 
Maritime Freight Rates Act? 

MR, SINGLAIR: Oh, yes, we made that 
clear in our brief..." 

What arises from that I will leave there 
and make such argument at the appropriate time. 
pr, Britnell, costs have imcreased since 
1950. 
A. yes, Oh, costs in general, not 
A price level is never something that 
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ANGUS, STONEHOUSE & CO. LTD. Britnell »Cr=-ex, 15506 
TORONTO, ONTARIO 
(Sinclair) 


stationery, others may be declining . But costs in 
general, with that reservation. 

Q. Costs of providing transportation 
have gone up? 

Ay That is what I hear from the C.P.R., 
but I suspect it is true, 

Qe You know the Board of Transport 
Commissioners have found it in fact to be so? 

A. Yes, 

Qe And because of these fixed vadee on 
grain the impact that they could bear in increased 
costs has become more difficult for the railways to 
live with? 

A. I am afraid I can’t accept that because 
I don't think that the C.P.R. can claim that it is 
because of the grain rates, I would submit it is 
because the railways are getting a declining part of 
the transportation business, Indeed, as the C.N.R. 
put in in evidence, Mr. Sinclair -< and you will 
remember this -- this Canadian National Railways 
memorandum regarding the necessity of railway revenues 
from grain traffic now moving at statutory rates, 
etc., shows at page 6 the alarming decline in the 
prenortion of traffic moving by rail. Now, since 
1948, over a ten-year period -=-- 

Qe Dr. Britnell --- 

MR, CARTER: May the witness finish his 
7 You asked the question. 


THE CHAIRMAN: Let him answer. 
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THE WITNESS: The rail proportion declined 
from 71.2 per cent to 54.7 per cent. The oil eee ee 
went up from zero to 14.8, water stayed just about the 
same level, around 24 per cent, and roads showed a 
50 per cent increase, or almost fifty per cent, from 
4.9 to 6.4 of the total, Now, I think, Mr. Sinclair, 
that in perfect fairness we have to take account of 
this. That is what we mean by taking the whole 
picture and not carving out grain rates and making 
them, as Mr.Brownlee said,the scapegoat for all the 
‘troubles in the last decade, 

MR, SINCLAIR Q: Would you mind coming 
back to the question I asked you, 

A. I'm sorry, I didn't mean not to answer 
your question. 

Q. Let me start again. “Would you not 
agree that the very fact that these rates on grain 
to export positions are fixed and therefore cannot 
bear any proportion of increased costs in transportation 
makes the problem of the railways greater as the 
cost of transportation increases? 

A. No, sir, I would not agree. I think 
you have got to look at a lot more than merely singling 
out the rate on one particular commodity. 

a. Dr. Britnell, do you know -- I am 
sure you do -- that this movement of traffic constitutes 


from one-quarter to one-third of the total freight 


traffic of the Canadian Pacific Railway? 


A. Yes. 
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Q. And you do not think that because 
the railways are unable to have compensatory rates 
for moving one-quarter to one-third of their total 
freight traffic with an increasing cost spiral doesn't 
present a problem? 

Ay Again I don!’t want to quibble, I 
can't accept that premise that they don't have 
compensatory rates, 

Q. You can't accept that as a premise? 
A. I can't, You ask me to jetison 
all my principles. 

Qe If they were freved not to bear a 
fair share of the transportation burden and being in 
relation to the other rates, then you would have no 
difficulty in agreeing. with the answer, 

Ae I am afraid I would find it quite 
difficult, In fact, I think, Mr, Chairman, that I 
bias the position of the province of Saskatchewan 
perfectly clear in the first meeting of the Commission, 
the Preliminary Organizational meeting, when I was 
constrained, through the indisposition of counsel, 
to almost presume to act as counsel for the province 
or at least to speak for it; and in two sentences on 
pag: 58 it is said: 

"consequently, we feel that the 
Growts Nest Pass rates must be protected 
in their present form rather than by any 
form of compensating subsidy, and in 
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which we are prepared to deal if we have 

to, coupled with the national policy which 

was referred to on every hand this morning,. 
we feel that the cost of handling export 
grain becomes completely irrelevant to this 
inquiry." 

Now, that was the position which we took 
at that time, and it is the position which we still 
take and which I think is amplified very shortly in 
our conclusions on page 62. 

Q. But, Dr. Britnell, that was not the 
unanimous view of this Commission? 

A, No. That is why we felt 
we had to amplify it. | 

Q. And that is why you felt, notwithstanding 
the ruling of the Commission on this matter of the 
handling of grain -- and the unamimous view of this 
Commission, mark you, and I underline that in view 
of the people that are on it,. 

A. Yes, very well. Mr, Chairman, I 
think we accepted that decision and we went to 
considerable pains to prepare &@ very extensive brief 
on the Crow's Nest Pass rates. Mr. Sinclair last 
nicht rather suggested that we simply copied what we 
did in 1950. The brief we have now presented is 
at least two and a half times the length of the brief 
we presented in 1950. 
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referring to? 

A. Yes, I would like to draw Mr, 
Sinclair's attention again to what we said on page 
62, at least in part, which recognizes that we had 
a decision we didn't particularly want, on September 
17th of last year: 

"On the basis of the facts the 
province of Saskatchewan flatly rejects 
the contention that the Crow's Nest Pass 
rates constitute an inequality in on 
Canadian freight rate structure..oeesive 
‘ies, Of these rates taken by themselves 
constitute a problem or that, as the 
Yailways contend, their weakness requires 
solution. The need of the railway 
companies for additional revenues can only 
be determined by an examination of their 
total operations and not by attempts to 
evaluate... activities and services", 

That is our position. 

Q. Dr, Britnell, can you point out to 
this Commission one other segment of railway operation 
other than the handling of grain to export positions 
which is not subject to managerial control and 
improvement of the cost price relationship. 

A. There may be, but I certainly cannot 
offhand think of any. 

Qs Now, Dr. Britnell, as a westerner 


having great knowledge of the reactions of farm people, 


bad ow taas BOK LAROOO Mots fran a, tess’ “aon 
sedaetqed ad .Jnew ylualepliueg trabtb, of motedoeb 
' suasy. deal Yo mind 
sit? adoe? self to atead ME POR ss alt pee | 
atootes yidelt newerdodsxese ‘to sive va ee ; 
| Gea, deeK a’ word. ev, deli nottaetaoe ot im a os 


ag 


sd ot Ytiiswpeek as etytitemoo antes ‘Vaan ade 
*Hisers ep SINT OR DBE tigher? oatbaaed Joga y he 
circles yd monkde aedey, gaan? to eae xe a Py: 
ont em , tasig ‘no, medidpan F) piud tienes ? ‘hon 


tS sa iG 
esutupey asernitew ated bast mo0 eew LER | Waa ie an 
yanitas ed? to been sat afte lOR et 
i =i” | 
3 ; ttodd to sotiscimaxe as ¥d bonterradeb, a eas Pe 
ab . 7 a ee 
} a 


oF atguetés yd dom bas emotdatego Latod _ in aia 
"seolvise bow eotdtvives..,edamieve (6 6 


" 


a ot tuo datog SOG, coe tome, fer ica Ps we | eaten a i 
wy 

iy no deb sega ee ae te Jasmger “adito, y sa mehosrenah AEE S: a 
af vil 


. 

ae vine nao esuieyved Lame ktEDbs 10%, mde ii sins 
| 
. 


asotd Leo dapgics, o8 a a” ace pues ; 


atddnnktiicon: Peers hae® 
FOuABO yintedeeo. i tad ale one 


oe 


3 if 
a ps if 


By 
ay rs 


Cra 


a 


ANGUS, STONEHOUSE a co..tTo. Britnell, cr-ex. 15511 
oes (Sinclair) 
because you have lived among them and you are one 
of them, is it not a matter of concern to you that 


this large segment of traffic is believed by some 


and by the railways not to be on a proper level? 


Is that not a matter of concern to you and to the 
western grain farmer? 7 
A. Not particularly, because apart 
from the Canadian Pacific Railway and some individuals |--- 
Q. Canadian Pacific, too, 
A, Canadian Pacific, too -- I am not away 
of any very strong sentiment against the Crow's Nest 
Pass rates and their continuance, otherwise I presume 
that Parliament, in its infinite wisdgm, with a 
very small Se ehdiclien of the membership of the House 
of Commons coming from the prairie provinces, would 
do something about it, in response to public opinion. 
Q. Dr. Britnell, members in and of those 
provinces 
. / are not nearly as important as the positié@ns 
they occupy in government. 
A, I don't quite follow that, 
Q. You are trying to say that Parliament, 
afterall, only had a few members from western Canada? 
A. Yes. 


Qe But some of those members are in very 


crucial positions? 


A. Yes; but those members in their 


positions ss 
erucial/are dependent for their support om members 


outside of the prairie provinces. 


Q. And that is why that Canadians generally 
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recognize the farm community, without undue hardship 
in the foreseeable future, cannot bear the payment 
of higher rates for the movement of grain to export 
positions, Is that what you are saying? 

A. I don't think most of the public 
take the position that we are at the position where 
we take out a tin cup and become mendicants.’for 
public charity. It is only the C.P.R.that is 
trying to put us in that position, and it pains me 
that they are, 

Qe It pains you that they are? 

A. Yes, 

Q- And you would agree that without 
substantial hardships on some segments of western 
Canada grain rates could not be increased under 
existing conditions in the foreseeable future? 

A. That would be true at any time in 
the last 20 years, for certain farmers and certain 
areas, The margin varies depending on the internationa 
price of wheat, 

Os Of course, with the cost price 
squeeze that margin has shifted inward in the last 
ten years? 

A. Yes. 


Q. So therefore you would agree that 
as of now and in the foreseeable future the western 
grain economy cannot, without hardship, bear higher 


rates for the movement of their grain to export 


positions? 
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A. We are not basing our case on that, 
We are not coming here in pauperis causa, 
Q. I am asking you whether you agree 


with that? 
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A. As a statement of fact it is probably 
correct for the majority of the farmers in western 
Canada, My only point is that that is not the argument 
we are making -- that we can't pay therefore you have 
got to do something about it, 

Q. Dr, Britnell, I think we know the 
argument that you attempt to espouse and we will deal 
with that some other time, but you always seem to Feel. 
it necessary to say "probably" this is so for the 
majority: do you need to qualify it? Do you think 
there is a large segment of the western grain economy 
that could handle and pay without hardship -- and I 
mean significant hardship --- 

A. Another 20 cents. 

Q. Or another 25 cents? 

A. Oh, dear, yes. 

Q. Or another 30 cents: goodness knows, 
when this increase in transportation costs is going to 
etop. Is there? Do you think there 1s? 

A. No, there is not. 

Q. So if there is a problem for the rail- 
ways and to the other shippers arising from the fact 
of fixed grain rates, that is a problem that in the 
inte. 2sts of Canada should be solved? 

A. Would you mind stating that again? 

Q. If there is a problem arising from the 
fixed statutory grain rates to the railways and other 
shippers than the railways, under an agreement, you 


would agree that is a problem that should be solved? 
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A. We would not agree with the first part 


of your statement because we don't think you can single 
out one segment of railway traffic and say,"Oh, this 

is the problem. There are no other inequities. 
Everything in the garden is lwely apart from this." 

Q. Well, of course, there may be a problem 
which requires one solution and another problem which 
requires a different solution: you would agree with 
that? 

A, We hardly feel that is likely in view 
of the position of the railways as instruments of 
national policy from their inception. It has got to 
be looked at in the larger view. 

Q. Do you not think the proper way to 
look at a problem is to analyse it and apply appropriate 
remedies to appropriate circumstances? 

A. I believe that we should analyse every 
part of the railway problem and not stop with the 
Crow's Nest Pass rates. I believe that when we have 
analysed every part of the railway problem, then we 
should seek for an overall solution, 

Q. You want an overall solution rather 
than a specific solution? 

A. I don't know that a specific solution 
and an overall solution are very different, except 
I don't want the finger pointed at Crow and it being 
said, "There is the only inequity. If we solve that 
there will be no other problems and we will live 


happily ever afterwards." 
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Q. What you are suggesting, I suggest 
to you, and see if you agree, is that you would like to 
have this problem of grain not analysed individually, 
but you would like to encompass it in something that 
would kind of put a basket around it so it would not 
be so clearly evident as to what it really is? 

A. No, I am sorry I can't agree with that. 

Qo The reason you take this position is 
because of history, is it? 

A. Well, yes, I think so, I think that 
is true. Our whole brief is an analysis of the economic 
history of these rates. 

Q. Well, now, you have spent a lot of time 
on history and there are a few points. I may say to 
you and the Commission that I think this is in most 
part a rather scholarly approach to the question. 

A, Thank you, 

Qo And I am sure you won't misunderstand 
me when I say that every once in a while that scholar- 
ly approach is lost by a touch of -- what shall I call 
it -- bitterness? 

A. Ok, Mr. Sinclair, I am shattered. 

Q. And also that the scholarly tone which 
is .1 the centre part of the brief seems to have been 
lost in the introduction and the conclusion. Just to 
clean up a few small points =-- 

AY of course, Mr. Sinclair, on that you 
we didn't think so. 


may be unduly sensitive. 


Qo I am quite sure you didn't think so, bu 
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you may be so motivated that you even do things that 
you don't think you do. 

Now, that may very well be the answer and 
I would accept that. 

A. I am not a psychiatrist. 

Q. Turning to paragraph 1 of your intro- 
duction: 

"The agreement was designed specifically 

to accomplish national objectives" -- 
you are talking about the Crow's Nest Agreement -- 
" == which by the closing decade of the 
nineteenth century had become imperative 
and which appeared certain to go by de- 
fault unless decisive action were taken 
by the Government of Canada." 
Do you mean by that that the Crow's Nest Railway 
from Lethbridge to Nelson would not have been built 
by the C.P.R. if it were not for the government subsidy? 

A; I don't believe for one minute, and 
apparently the Minister of Railways didn't believe it 
would be built at that time, and time was very much of 
the essence in view of the American penetration into 
the area, Delay might well have been completely 
fatal. 

Qe But you are not in any way suggesting 
that the Canadian Pacific would not have butlt the 
railway? It was just a question of time? 

A. I am suggesting they may have had to 


wait so long there would have been no point in building 
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the railway, that the Americans would have been in 

there and consolidated their inland empire. I am not 
at all sure the C.P.R. would ever have built the railway 
without the subsidy. I am inelined to doubt it on 
balance. 

Q. Then I must turn to Volume 104 --- 

A. Ol, dear, 

Qo e e © and look at page 19190, and 
here is what you say: 

"It is thus clear that the Canadian 

Pacific Railway intended the construction 

of the Crow's Nest Pass line for several 
years before it was finally constructed 

and before there was clear assurance and 
perhaps even consideration of a government 
subsidy. Though construction ere have 
been delayed without a subsidy, the con- 
struction ef the line whald kéverthele$s@ -F £ 
have taken place." 

A, That is what I said ten years ago, I 
suppose we all have the privilege of changing our minds, 
I ama little more skeptical of it today -- a little 
more , I think it is conceivable, but it is a moot 
poin: , It is one of those speculative propositions 
that no one can answer with any finality. In fact 
one can change one’s mind from today to tomorrow as 
to whether you think it would have been built, even 


weighing the same evidence. 


Q. That is your answer? 
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A. Yes, that is my answer, 

Q. Do you remember what you said to me 
yesterday, Dr. Britnell? 

A. Not all of it. 

Q. When I was pointing out that you had 
used the material you used as a base, and that you ha@ 
copied it out, and 80 on? 

A. yea 

Q. You said that the history that you had 
presented to the Commission in 1950, to use your state 
ment --- 

A. What page is this? 

Qt Page 15476: 

"It is a purely factual account of what 
happened," 

A, Oh, the preceding paragraph? 

Qo Oh, just that? 

A. That is all we were talking about. 

. Oh, I see. Thank you, Dr. Britnell. 
Would you mind turning now to paragraph 27; I must 
clean up these little things. 

A. Oh, yes, I will be in your debt, sir, 
as a fellow historian. 

Q. Paragraph 27: 

"Such a project .. .” 

You are talking here of the Pacific ss wares 


A. Yes. 


Q. "Such a project was quite beyond 


the capabilities of unassisted private capital, 
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A Pacific railway would either have to 
be built by public enterprise or by 


private interests given subs#antial 
state support," 
As a political economist, and a very active student of 
' the western Canadian scene, of the Canadian Pacific 
Railway, throughout its history, you wanse agree, Dr, 
Britnell, that in the decade from 1870 to 1880 
and sentinulne on to 1881, the building of a Pacific 
railway had proved to be beyond the financial and 
managerial capabilities of the then governments of 
Canada?. 

: A, Oh, I could not agree at all to the 
proposition, That period was a period beginning in 
1873 of acute economic depression and the beginning 
of the so-called long depression itself, but it was 
most acute, Then, the rather piecemeal, parsimonious, 
Feats policy of the Mackenzie Administration -- 
and I don't mean to reflect unduly upon the stonemason 
premier -- but the general policy of the government was 
to play it.very, very cautiously, as was indeed the 
Liberal policy afterwards as exemplifdied by the 
quotations I made from Blake, But, in addition to that, 
wher. Macdonald came in in 1878 the depression was 
still very, very evident and there was no signof 
it lifting at all. He continued the policy of the 
Mackenzie administration virtually without any change 
for a couple of years, and then decided he would go 


back to private ownership -- not private enterprise -- 
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(Sinclair) 
1 
2 private ownership. 
3 Q. Well, Dr. Britnell, my question to you 
4 was -- and I agree with you, I think every person who 
5 has studied Canadian history would have to agree with 
6 you that this period of the decade in 1870 was a 
7 period of economic problems for Canada of substantial 


8 magnitude? 

9 A. That is right, 

10 Q. And notwithstanding the solemn covenant 
i1 to British Columbia the building of the Pacific 

12 railway, in point of fact, had proved to be begond 

13 the financial and managerial capabilities of Canada 

14 at that time? 

15 A, I am not sure, You had 713 miles of 


16 railway actually built by that time. 


17 Q. Do you think that is building a 

18 Pacific railway within a reasonable period? Lord 

19 Carnarvon didn’t think so? 

20 A. No, he didn't, 

21 Q. And he made a full inquiry at the time? 
22 A, Yes, but af course, he wasn't building: 


23 the railway. 


24 Q. And indeed I think ¢t) it is‘of some 

25 hist. rical significance that in the preamble to chapter 
26 1 of 44 Vietoria ~- and this is an Aet respecting the 
27 Canadian Pacifie Railway -- we read this: 

28 "And whereas the Parliament of Canada 

29 has repeatedly declared a preference 


20 for the construction and operation of 
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such railway by means of an incorporated 
company aided by grants of money and 
land, rather than by the government, and 
certain statutes have been passed to 
enable that course to be followed, but 
the enactments therein contained have 
not been effectual for that purpose; 

"and whereas certain sections of 
the said railway have been constructed 
by the government, and othes are in 
course of construction, but the greater 
portion of the main line thereof has 
not yet been commenced or placed on 
the contract, and it is necessary 
for the development of the Northwest 
Territory and for the preservation 
of the good faith of the government 
in the performance of its obligations, 
that immediate steps should be taken 
to gomplete and operate the whole of 
the said railway.” 
Now, the people who entered into this contract with 
the Canadian?Pacific Syndicate were pretty hard bar- 
gai.2rs, weren't they? 
A. They were, indeed. 
Q. On both sides? 
A. I think I have got to pe fair to the 
C.P.R. and say I think they were the better bargainers. 


Q. well, let us look at how good bargainers 
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they were, The resolutions concerning the Canadian 
Pacific railway -- not the company, but the building 
of the Pacific railway --- 

Ay Yes, 

Q. Dating back to 1870 indicate that the 
government of Canada of that day was prepared to give 
one hundred million acres of land as an inducement to 
private capital to build the railway? 

fry That is right, 

Q. And that didn't prove effective? 

Ae No, 

Q.. And then later they offered as an induce- 
ment fifty millions of acres of land and cash, and that 
didn't prove effective? 

A. That is right. 

Q. And the Scottish gentlemen who were 
acting as negotiators for the Canadian Pacific Syndicate 
struggled hard in their negotiations, history showed, 
to reduce the acreage grant and to increase the cash 
grant, and what they said was, "We want more cash and 
less land" -= that is the story? 

A® That is right. 

Q. And they were not successful because the 
govern. :nt said, "No; we will give you as an inducement 
25 million acres of land and $25 million," and that 
was incorporated in the contract; correct? 

A. That is correct. 

Q. Now, Dr. Britnell, history tells us 


that land at that time, and even years later, was worth 
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not too much in western Canada. We have a figure 
of about $1.50 an acre as the amount of,say, some --- 

A. Six and a half million -- six and 
three-quarter million? 

Q. Yes, at $1.50 an acre? 

A. yes. 

Qo And what was really involved here, we 
would say, was about 20 million acres of land -- 19 
million acres of land -- and about $30 million? 

A. I don't follow the 19 million. 

Q. Well, the acreage the company actually 
received was substantially reduced --- 

A. Oh, I don't think that is the proper 
interpretation. They received 25 million acres and 
sold back some six or seven millions at about $1.50 
an acre to the government to retire a loan which they 
already had. So, they received 25 million acres. 

Q. yes, of which they disposed back to the 
government 6 or 7 million at $1.50 an acre? 

A. That is right. 

Q. This bargain that was made between the 
Syndicate and the Government of Canada, you will agree 
history shows -- and it has been found -- that the 
Canac Lan Pacific honourably earried out its contract? 

A. yes 

Q@. Now, when we come to paragraph 34 -- 
this is a small point, but Il think it should be changed 
because it may leave the wrong impression: 


"The North Shore route was indispensable 
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to national purposes and was accordingly 

utilized. Construction was accomplished 

at tremendous cost," 
You refer to Skelton as the authority for that statement, 
History shows us -- and these are all figures that 
are available in the Arehives, I suggest to you, and I 
am sure you have been in this many times -- that the 
cost per mile of building the Canadian Pacific on the 
North Shore route was substantially less than the 
government construction per mile of the National 
Transcontinental, of the private construction of 
the Canadian Nor*hern across northern Ontario? 

A. Pre price level which you are so fond 
of had changed in that period quite considerably. 

Q. Have you adjusted it for price change 
and then looked at it? 

A, No, but I suspect there would also be 
a gap there in your favour. I think the Canadian 
Pacific -- and I think nowhere have we suggested 
otherwise -- was a marvel of efficient construction, 
They built it as cheaply as anybody could have across 
there, but the cost was still high. 

Q. And Canadian Pacific through its con- 
nections via the Soo -- and western Canada has that rout 
available for the movement of goods today; traffic 
can move via the Soo rather than going on the north 
route, if it wishes? 


A. Yes, sir. 


Q. And also it cam move via the Detroit 
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gateway through Chicago and back up? 

A. That is right, but I am afraid I don't 
follow your point there, 

Qe That is something that I will argue 
at a later time, 

A. Thank you. I see it now. 


--=-Short recess. 
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THE CHAIRMAN: order, please, 

MR; SINCLAIR: Q: Paragraph 38, Dr. Britnell. 

A. Yes? 

Q. Now, you mentioned yesterday, in 
referring to the Stamford Study, that you had put a 
iittle gloom on it in one or two places? 

A. - A little California glow that takes 
over from the orange groves, I suppose, 

Qe Paragraph 38: 

"The wealth of patronage and 
privilege extended to, the Canadian Pacific 

Railway Company at the time of its 

organization clearly removed it from the 

category of ordinary private-enterprise 
railway companies, The purposes which 
rendered its organization necessary were 
national purposes, of extraordinary import 
and exceptionally difficult of attainment, 

The price to the Canadian people for the 

assurance of success was little enough in 

comparison with the certain cost of failure." 

There is no gloom there? 

A. Not that I am aware of. Not that I 
am aware of, In fact, I thought it was a cautious 
statement. The stakes were so big. 

Qe Let me suggest to you, Dr. Britnell, 
as a matter of history ,that the assurances of success 
were not so evident to the financial people involved; 


that in the period from 1880, when the contract was 
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Signed, to 1885 there was not any rush of capital 
to the Canadian Pacific corporation? 

A. No. I am well aware of that. But 
I do not think that we suggest that there was, 

"The price to the Canadian people 
for the assurance of success..." 

We didn't say that success was assured, 

" eewas little enough in comparison 
with the certain cost of failure," 

The one thing that would have been very 
certain and final would have been failure, 

Q. I see, That is what you have in mind? 

As Oh, yes, yes, 

Q. Now, in paragraph 74, page 37, you 
use a figure for the government assistance to the 
building of the Crow Line from ietesiae to Nelson 
as being 40 per cent. You do not give any source 
for that, and the evidence given by Mr, Reid, and 
the figures were put into the record, show that it 
was less than that. 

Now, have you got a source; you say the 
Canadian Pacific? 

A. I cannot remember at the moment, 

I “ould be very glad to look that up, though. I 
haven't got my working papers with me, but I was 
under the impression that I got it straight out of 
some company document that was not one of the 
annual reports. 


Q. I see. 
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Well, the facts as to the actual dollars 
were put in this record by Mr, Reid earlier in these 
proceedimgs? 

A. Yes, Would you like me to try to 
check that? 

Q. Yes, if you wouldn't mind, please, 

When we come to your conclusions, Dr. 
Britnell, I think we would agree on this. We must be 
extremely careful in interpreting history -- 

A. Yes, 

Q- -- not to use hind sight and take 
knowledge of facts that have evolved and put them into 
the siubext of the time? 

A. That is a constant shazard to the 
economic historianin particular, 

Qe Now, the building of railways in 
Canada, particularly in western Canada, between the 
1880s, 1890s and early 1900s, involved very substantial 
risks because of the very light density of traffic 
amd the few people that were there? 

A. Are you thinking of the main line, 
Mr. Sinclair, or the branch lines? 

Qe I am talking of the lines generally. 
In °380, there was only a handful in the whole of the 
prairies west of the Red River; correct? 

A. That is right, sir. 

Q. And even as late as 1900 there were 


large sections in western Canada that were very, very 


thinly populated? 
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A. Yes, partly as a result of the land 
grant system. 

Q. Partly as a result of the land grant 
system, And you mean by that that land -- homestead 
land -- had been taken up by that time? 

A, Not all of it, but the Canadian 
Pacific holdings concentrated as they were through 
the park belt, far away from the railway, hardly 
stimulated settlement. 

Qo But in any event there was substantial 
risks in building railways where there were few people 
and they were used as development? 

A, There is nothing new in North American 
experience in that, The rails almost always precede 
the settlers in North American development, whether it 
is north or south of the 49th parallel, The railways 
build in anticipation of the settler coming in and 
making it lucrative for him; particularly if they 
have land to sell to him, 

Q. Then, Dr. Britnell, it is factual, 
is it not, that in western Canada these railways were 
not specifically made instruments of national policy 
in the sense that they were part and parcel of 
national policy, but, national]: policy having been 
established, the railways in certain ways were used 
as instruments to carry it out? 

ks Well, I do not think that I could 
agree with that interpretation. I think from the 


very beginning railways were instruments of national 
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policy and not, incidentally, of agricultural policy, 
but for the settlement and development of the west, 
and were used consciously at all times by Pov eenia’, 
regardless of political strife, for that purpose. 

Q- The point I am asking you to assist 
the Commission on, Dr. Britnell, is this: that nationa 
policy -=- government policy =-- and I am not referring 
to that in quotes --- 

A, No, no. I mow. Not the Sir John 
A's prexemption of! the terms, 

Qe No. 

jp No. 

Q. ---that national policy, having been 
established by government railways were used as an 
instrument on occasion to carry out that policy, just 
as other things were and are used today to carry out 
national policy? 


a, The "on occasion" bothers me a little 


bit. I. think it was conscious, deliberate, consistent 
all the time, 

Q. Well, for instance, do you think it 
was constant, deliberate, intentional all the time 
of national policy in the development of western 
Can-da -- the irrigation projects that have been 
financed by the government in the prairies? 

A. They were a part of agricultural 
policy. 

Qe Do you think that is national, 


consistent policy that each government down through 
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the years has had? 

A. No, I think they have been in and out 
of that field. They had their fingers burned in 
Alberta, and they may yet get them burned in 
Saskatchewan before they are through. 

Qe I didn't hear that? 

A. They may yet get them burned in 
Saskatchewan before they are through. 

Q. They have assisted the Britnell farm 
by building a dam at Outlook? 

A. Fortunately, we are on high land 
and do not have to bother with the dam. 

Q. And, particularly, Dr. Britnell, I 
suggest to you in the reading of history that what 
the policy was concerned about in 1897 was reducing 
rates from the level that then exiated -- that is 
what they were interested in? 

¢ Ay Yes. 

Qe Your answer? 

A. Yes, But may I go on to qualify -- 
not qualify, but amplify that just a bit, Mr. 
Chairman, I think they were interested in reducing 
rates, but I also think that perhaps more fundamental 
thar the mere reducing of three cents a bushel was 
the introduction of stability into freight rates on 
grain; the fact that they could hold that out as one of 
the very important inducements of a settlement and 


development program. 


Q. Well, they didn't do it very well, 


nut beget iil as toe asad yout bos, 


} aoe = t 
ry pat ‘ ; Pal 


Hae) Sa a ) tieeoeneta oT ved sroked newone 


‘odmd uaed, 3 abe i ie 


eee ee Te ee ee enE Te é 


| P ef - i ; say 
at Soraud molt tog toy va coat Reey Seen “aie 
) , a 
ern ova vod? oto'ted ae) 


wet i Contkae wie. bedetos fb overt ¥ oe Dp -: Ri 
, i L& ~ ¥ 
taloe tuo ie maby 8 meen she im 
beet dotted ap oad ow , vt ot scutao% | a i 


| L ,fieeiiag, ow wieeluant sks DA - "i Rae ts 
: : t / i] 


; Ne 


nil tadtt ysotetd te nithast edd mt aie, ot, Jaoygue 


\ 
| . Re a 
; ‘ouben egw YOO! at teods benxeono > AoW vobiog oat 
| hs ail SPE 
: é ie F , “Phe r / 

) ut Jokt ~- Saddixe mod? tadd Level edt? mow aoa al) hep 
’ . 4 

ri ao. a). : 
| ut bet sotetak prow yer sa i ' 
| ly palatal A ne | 
| »2ey y ‘gl ° * ery _ vi At 
i 
i 


rag | | ri 
| ewes amMOY iat wet 
“t : AP oy i ual f r ; 


ms! : ee 4 ‘“h ; b ‘ ; a 
' cf tLis JP a Z yi] GCA A Cam twa seal ae oA i. ; L - 
‘ } ; 


tM thd @ Pemh weds wit came 3 dud cartesp toa rr, 


“4 
Batoubet at bed ested rr one vont aed tLe ey 
beer oh ae a 
istasiehant stom anne a 1 itt vat a) ts t arch (sedan ” 


an 


y 


i Ve 


40 eoten deigts oat Oar cette ne a 1 


iy hi ae re (aa 
Yo ano ua two dant bLod bias, cont acts 


} 
! 
1 | cial fodeud P) eines oom ne, 


Bae, tnemsitd 08 . ‘to 


co 


\o 


10 
it 
12 
13 
14 
15 
16 


ANGUS, STONEHOUSE @ CO. LTO. Britnell, cr-ex, 15533 
ee (Sinclair) 

if that is what they had in mind, because I suggest 
to you the agreement shows that what they were 
interested in was reducing rates from their level 
then in existence, and they made the reduction of 
existing rate very clear as their objective when they 
restricted it to shipping points then in existence, 
If they had in mind what you said, they would have 
not so cea ieteces it; don't you think that is righ? 

A, When they restricted them ---? 

Q. --- to shipping points in existence + 
in 1897? 

A. Well, I do not think I agree with 
that interpretation. I think we are into, probably, 
a legal area there, but my interpretation would be 
that they fully expected these rates would apply. 

I cannot believe that eax expected the 
Crow's Nest rates to apply on the main line of the 
C.P.R. and that any branch line that went off that 
could charge, if it were far enough away, 40 cents 
rather than 20 cents. 

Qe But that is the interpretation that 
has been accepted by the Supreme Court of Canada? 

Ae Well, that is what I say: I think 
it is a legal question. 

Qe a an economic historian must be 
careful to take into account the actual meaning of 
the agreements and how they have been interpreted? 

A. He is entitled, I think --- 


Q. To say the reports are wrong? 
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A. Or -- he might not go quite that far -- 
to doubt whether they took into account all of the 
econgnte circumstances in arriving at their decision, 

Qe But, you see, Dr. Britnell, it is 
fundamental under our system that when you have an 
agreement that the written words are what govern? 

A. That is true, but despite the 
Supreme Court decision, parliament straightened it out, 

Q. Oh, yes. We all know they set it 
aside -- the agreement aside, 

A. They cleared up the ambiguity. 

Qe Now, Dr. Britnell, there are just 
two or three more points that I have with respect to 
your Part III, paragraph 6, This was drawn to your 
attention by my friend, I think, Mr, Brazier, that 
if the trucking industry diligently pursues the 
cost of service principle a railway rate structure 
based on value of service might ultimately break down. 

And I think he asked you some questions on 
that, and you agreed with him that that might be so, 
with respect tc truck competitive rates. 

Now, I suggest to you based in your own 
province that truck rates for for-hire carriers are 
based on the Canadian freight classification and the 
value of service principle as it is carried in the 
railway freight rates? 

Bis I believe that to be true. 

Q. And, so that, this cost of service, 


as the basis of truck rates, is really only operative 
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in respect of a private carrier; that is, a person 
carrying his own goods, where he is, then, only 
interested in the cost of moving his goods by his own 
truck? 

A. I suspect that is where it receives 
its full application. 

Q. Now, in paragraph 10 -- this had to 
do with the cost of service and the application of 
that principle and the enunciation of it by the 
province of British Columbia in the questions of my 
friend, Mr. Brazier. | Dr. Britnell, your position was 
that low-rated tariffs would have to be raised on 
this, and my friend, Mr. Bragier, objected to that 
in his cross-examination. 

May I suggest this, to see if you would 
agree: that if rates now moving traffic, now moving 
at rates substantially above total cost, are brought 
down of necessity the loss of revenue by bringing 
Eaechteaben down must be recovered from low-rated 


traffic that is moving on the railways? 
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A, Somewhere else in the vate phan bux, 
ereay yes - at lower rated traffic, 

Q. Would have to go up to offset what 
is taken off the top? 

A. Providing they were not statutory 
rates which intervened, of course, . 

Q. And that leads me to the other point, 
Dr. Britnell, and it is this, that under the Canadian 
railway pricing as it has developed, lower rated 
traffic, heavy loaded traffie, has been given every 
possible advantage for many, many years by charging 
higher rated traffic am excess over total costs that 
these rates provide the railways with additional 
revenue? 

A, That is my impression, 

Q. As we approach the souplewe 
pervasiveness of competition the higher rated traffic 
is not able to make the same contribution and remain 
with the railways. 

A. I think that is right; unless, of 
course, it is captive traffic, 

Qe By that you mean that other modes 
don't want this bakléon traffic or it has great loss 
tai involved in it or something like that? 

A, Probably. 

Qe Now, that being so, Doctor, what 
we have just agreed to, is it not surprising to 
an economic historian to find that the lower rated 


traffic is carrying a higher portion of costs ta 
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offset the advantages that they had heretofore, 
That would be accepted? 

As I don't know enough about costs, 
Mr. gikelacd to follow you with any certainty of 
footing into these areas, 

Qe Now, will you eome to your 
transportation authority, What you have in mind 
in this transportation authority that you recommend 
to this Commission be establ&shed is that for. 
transportation media, various transportation media 
da eadteextoxe within a type of transportation there 
would be general equality as near as may reasonably 
be brought about? 

A. Yes, 

Q. And that would apply to trdéking, 
to pails; to air, to pipelines? 

A, Yess 

Q. And your recommendation would 
envisage that Trans-Canada Airlines, for instance, 
would be brought under the Beronautic side? 

A. I am arra¥a we haven'@ done much 
thinking about the air services, We were thinking 
mostly, as I think we made clear, of trucks here, 

Q. But in principle you would agree? 

Be I weyld have to look at that again, 
I am a little concerned about Mr. Howe's dietumg 
the chosen policy of transportation in the air, 

But I believe he has gone from Parliament Hill now 
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Q. You used two phrases in your brief, 
"captive traffic" and "semi-monopoly area", Are 
they inter-related, are they co-terms? 

A. I don't know about that. I haven't 
thought about them that way. But certainly there 
is a a ere of some sort, By captive traffic 
I am thinking of the normal rated traffic, traffic 
moving on class and commodity rates or, alternatively, 
traffic that is not likely to move by any other way, 

Qe Because railway rates are lower than 
alternative transport media rates? 

A. Because the railway has some 
advantage in moving them, yes, at that rate. 

Q. And "semi-monopoly area" would be 
the same thing? 

A. Substantially, I think, yes. 

Q. Now, this national transportation 
subsidy into which you would bring the application 
of the Maritime Freight Rates Act principle to 
western Canadian traffic, this would apply to traffic 
Lavine} as you said, within, into and out of western 
Canada, Do you define western Canada as west 
of the head of the lakes? 

A. I would be a little inclined to, 
yes, for the purposes of this Act. I think it would 
be just a little arbitrary perhaps, although I 
haven't thought this out, the province of Saskatchewan 
hasn't thought this out.but it seems a little 


arbitrary to stop at the Manitoba boundary. 
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Q. And there would be a bbilled rate 
at the lower level and the reduction of the billed rate 
below the proper level would be a matter for which 
the railways would be recompensed by the federal 
governmdnt for that difference? 

A, Yes, I think so, 

Q. So this would be a national subsidy 
to the whole of western Canada's shippers and 
receivers? 

A. I am not quite sure I would say it 
is a national subsidy to the whole of western Canada's 
shippers and receivers, I would prefer to think 
of it as a national subsidy compensating the western 
region for some of the effects of national policy 
that have militated against it. . 

Qe And this would be applicable whether 
shippers or receivers required such assistance er 
not. 

A, I don't think we can pick and choose 
on that basis, Except, you may remember, Mr. Sinclair, 
I eliminated agreed charges. 

Q. And competitive rates? 

A. I am not sure, We haven't decided 
whether they should come in or should not. I have 
an open mind on that, 

Qe And as an economic historian you 
are of the view seriously, Dr. Britnell, that every 
shipper and receiver of freight in western Canada 


needs that national assistance? 
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(Sinelair) 
A. I am convinced that the region 
as a whole needs it. But I know of no court 


that could possibly apply a means test to every shipper 
of goods in and out of western Canada and come up 
with anything in the nature of equity, 
Q. You seemed to indicate that the 
reason you needed something like this was the fact 
that horizontal increases had fallen with particular 


severity on western Canada? 


A. Yes, 

Q. That was one of the reasons? 

A. Yes, 

Q. And you gave an example yesterday, 


and the example you gave was livestock, Now, I 
suggested that you check with your rate advisers, and 
I am suveé you did, . I suggest to you that 
livestock moves at competitive rates? | 

A. Yes. That is a perfect illustration 
of the fact that I should never open my mouth about 
rates, I was completely wrong. I did not know 
that livestock moved from the west to Toronto at 
competitive rates, I was reared in an environment 

where confession is good for the soul, and that is 
whet I am doing now. 

Qe You would agree, Dr. Britnell, that 
the freight rate structure is a matter that requires 
a great deal of study, to actually be at home with 
4t and to understand it and to deal with it and to 


work with it every day and have some responsibility 
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. ; (Sinelair) 
for what it is doing to your actual business or 
your actual movement of traffic? 

A. I am sorry, I didn't just grasp 
the question, 

Qs I said that the freight rate structure 
is the type of structure that to deal with it, to 
be at home with it, requires not only to have 
knowledge of it, to work with it day by day and to have 
some responsibility to the effect of it on the. 
movement of your goods and costs and production and 
things of that kind, | 

A. Oh, that is helpful, but I can't 
accept the principle that no one offer an observation 
about the freight rate structure without dealing with 
rates ten hours a day. 

Q. But it is the type of thing that 
by working with it and having responsibility for it 
gives you an appreciation of it that cannot be 
received in any other way. 

A. Oh, yes, I would accept that on faith. 

THE GHAIRMAN: Mr. MaDonald? 

MR, McDONALD: Mr, Chairman, firstly the 
points which I wished to examine Dr, Britnell on 
have been very amply covered by counsel who have 
preceded me in examination. Therefore I have no 
questions to ask him, 

I just wish to say that he has made a 
very excellent presentation of the case on behalf of 


Sasktchewan, which I am sure the Commission will find 
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useful in their deliberations, 

MR, SINCLAIR: Mr. Chairman, there was one 
point that I forgot to mention before I sat down, 

I wish Dr. Britnell and Mr, Carter and their colleague 
to carry back to our old friend the Hea. Mr. McIntosh 
our concern that he is not here for the reason that 

we understand he is not here, We were looking 

forward to having him with us, and we do miss hin, 

and we hope when we come back here,as no doubt we will, 
he will once again lead the delegation, 

THE CHAIRMAN: That goes for all of US. , 

MR, CARTER: Thank you, Mr. Chairman, | 

I just have one point to cover, Do you 
wish me to come after any questions you or your 
colleagues may wish to put to Dr. Britnell? 

COMMISSIONER BALCH: I just have one 
question to ask Dr, Britnell,. 

Qe I%® is recommended that a transportatio 
authority be created, Now, to take the word "created" 
literally, does that mean the liquidation of the 
present Board of Transport Commissioners? 

A. Oh, no. That is, you would take 
those powers and incorporate them into another Act 
of the legislature, and you might even - we haven't 
thought eich that - continue with exactly the same 
personnel. I was disturbed when I saw one of the 
headlines in some of the eastern papers that we 
liquidate the Board of Transport Commissions, 


Q. That is not what you mean? 
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A, No. 

COMMISSIONER BALCH: That is all, 

‘THE CHAIRMAN: Q: Mr. Britnell, what is 
your idea about low denisty lines? 

A. That, Mr. Chairman, is something 
that we are quite prepared to leave to the judgment 

of the Board of Transport Commissioners under the 
| Land Abandonment Policy which they pwirsue, It is 
an extremely difficult problem, We don't feel that 
you can lay down any general principle about it, 
It has got to be on that balance of railway convenience 
against the convenience of the public and everybody 
coneerned before you can discontinue a service or a 
line, It is an extremely important decision to 
arrive at, to abandon a railway service or a railway 
line, We do feel that in terms of the overall 
railway problem, again it does not provide any 
solugéion, if a problem exists, and because of its 
very nature it will have to be a pdecemeal program, 
and the relief which a program of that sort would 
afford to the railways would come very slowly 
indeed, 

THE CHAIRMAN: Mr, Carter? 
---RE-EXAMINATION BY MR, CARTER: 

Qo Dr. Britnell, you will recall 
yesterday that my learned friend Mr, Brazier asked 
you one or two questions having to do with the 
percentage of traffic carried on Canadian railways 


at rates other than class rates. Do you recall that 


his at dat — c 


at dadw , fieadtut: a a 


\ | \) aindisidemion ok casortane it ‘eer + le rer “ 7 “dy 
Ye conrad st, ond ot ovnel od: bousgarg aia a8 ow tae i 
" | ete webbie ar 90.268 tan! drogenae? to brsod, edt to f i 
2 ek or oa tat cai rioaein ot. os seoumuant tae 

[teat Leet at oom om: moldorg duet, ements, me on 
| FL dods olgt ostig “fereney, wena awrod WAL: m0, i ue } 
; | eowretnevion yews aL ‘to, © orate Sat PIO os od ton asd ar 


Ybodvaeve fas obiawa and o, oomotaovaoa exit tontegs 


8.4 sotvTse iB cunt dooett BAD) BOY, exoted Demreomo9 


dao tea Jiatenqmk eLomortxe, ae st am | wane a 
ee! 
YOR Ler s 10. ephyies: Yaulisn ” sobasde, oF «#8 ovis 


Liaxsvo oat Me i a ) 4 20%, ob: ow MEL - i . 
yas eblvong) tom axoh, ab atsaa wasidong vewttan | 

att ales, i sabia hus ,whetxo peteone ry hl swokasfoe 
wasrgong Lae 9 99 a 8 od ot ovat Stew th, orton, wey 
bivow dxon dant. ta wamgond ‘a so. ‘totter outs, bas 
Yiwo le Urey Ie, Sinow suamtton ont ot wwe | 


mete id be ob 94. acai 


aya Lies naatianaD «os 
decid itsoen wey a 


ANGUS, STONEHOUSE & CO. LTD. Britnell, re-@k. 15544 
TORONTO, ONTARIO (Carter ) 


being asked of you? 

A. Yes, 

Q. And you recall that Mr, Brazier, at 
page 15373 of Volume 90 of the transcript, suggested 
that; 

" eethose lower rates carry better 
than 98 per cent of the traffic on 

Canadian railways,” 

You will recall Mr. Brazier making that 
suggestion, Now, I believe that overnight you had 
certain of your assistants take a look at that matter 
with reference to the 1959 Waybill Analysis, did you 
not? 

A. Yes, 

Q. Now, as a result of that do you have 
any information before you showing the percentage of 
traffic moving at class rates for all of Canada to 
begin with? 

A. Yes, On the basis of the analysis 
made by assistants who do know something about rates, 
on the basis of an analysis of the latest DBS 
statistics available, they have come up with a 
figure for Camada as a whole of some 4 per cent to 
5 rar cent of the total traffic moving on class 
rates, 

Q. Now, from the information which 
you have can you tell us anything of the percentage 
of traffic moving from the eastern region to the 


western region on class rates? 
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1 

2 A. Yes. From the same sources and 

3 based on the DBS materials, we find that approximately 

4 17 per cent of the traffic from eastern to western 

5 Canada moves on class rates, 

6 MR, CARTER: That is all, Mr,: Chairman, 

7 THE CHAIRMAN: Thank you, Doctor, You 

8 had a long seige in the box, 

9 DR; BRITNELL: Thank vad Mr, Chairman, 
10 ‘MR, CARTER: Thank you, sir, 

11 : MR, FRAWLEY: Mr. Chairman, yesterday 

12 something was said by Mr, Sinclair and by yourself, 
13 sir, that if I had been here at the time I would 

14 have spoken to it at that time, It has only been 
15 called to my attention when I read the transcript 
16 this morning, and I find it on page 15349, and on 
17 that page Mr. Sinclair made some remarks, I might 
18 start at line 15. What Mr, Sinclair said followed 
19 the ruling of the Commission that the Commission 

20 would not adjourn Mr, Stechishin, The Chairman 

1 said: 

22 "Before he does, yesterday afternoon 
23 Mr, Sinclair made an objection, and the 
24 Commission has ruled that we will not 

25 adjourn Mr. Stechishin but you will have 
6 the right to stand him down. 

27 Mr, Sinclair: One thought occurs 
28 to me, sir in the light of the ruling of 
4 the Commission and in view the situation 


30 in which we find ourselves, and that is 
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notwithstanding the fact that we 

thought we were to receive certain 

material on specified dates we now do 

not know when we are going to receive it, 

And, as a suggestion to the Commission, 

if they -~ and obviously they have 

decided to be lenient with these delinguents 

and transgressors <= I don't know how long 

this leniency is going to continue, or ~-- 

The Ghairman : well, that worries us, too, 

We are very annoyed, and when counsel 

come from the provinces we will ask them 

when we may expect Mr. Williams to 

foreclose his evidence." 

I am told that the word "foreclose" should 
be perhaps the word "furnish", 

And Mr. Sinclair said: 


"And also Mr. Banks. Thank you, sir," 
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ew) Mr. Chairman, the Canadian Press has made a 
story of that, but even if they had not I would, desire 
to make a statement to the .Goum}ssion, 

I personally appeared before the Governor 
General-in-Couneil last November and I took part 
in the appeal at that time from the ruling of the 
Board of Transport Commissioners in the 19 per cent 
case when they were awarded 17 per cent. 

MR, SINCLAIR: Not last November? 

MR. FRAWLEY: In November, 1958, Because 
I was there, and after I had read the order-inecouncil 
setting up the Commission, and after I had read the 
statement of the acting Prime Minister just at the 
time of the decision of the Cabinet thet they would 
approve the 17 per cent case, because of that I 
discussed the situation with the Premier of Alberta 
and I sought and obtained his instructions as to the 
kind of case Alberta would make before this Commission, 
We welcomed the breadth of the order-in-council and 
I was instructed to obtain the very best opinions 
and consultants, leading to evidence, that I could 
on matters that it looked to us the Commission would 
want to consider, There was the sada ¥i on of 
hor?.zontal percentage increase; there. was the question 
of the imbalance in the freight rate structure other 
than whatever imbalance may be caused by the 
statutory grain rates. I sought to find opinions 
of consultants who would come to the Commission and 


discuss such matters as horizontal percentage increases 
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and the inordinant or disproportionate contribution 
which certain rates in the freight rate structure 

are making over and above out-of-pocket costs -- over 
and above full costs, for that matter, I went here 
and there and travelled to many cities in the United 
States as well as in Canada to find those experts 

and to set up evidence which I would present to this 
Commission, and one thing I was told was that it was 
unfortunate there was no cost data available in 
Canada comparable to the burden studies in the United 
States upon which these consultants could base their 
considerations in the preparation of any opinions they 
may come to concerning the imbalance in the Canadian 
freight rate structure She than the imbalance which, 
if any, is caused by grain, I took a long time and 
made applications to the Commission after making 
applications to the railway, and that was refused, 

I went back to the consultants and asked them if they 
could prepare statements for me without that evidence, 
and I convinced some of them that they might attempt 
to do that, One consultant I particularly wished 

to obtain a statement from had a very important 
commitment from the United States government and told 
me he could not give any consideration to my problem 
at ail, and he was unable to, and many, many months 
passed and during all that time I was hopeful that 

he would in the end consider this problem and prepare 
a statement, Time went on as these people were 


considering the evidence they could give, and I will 
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D say here and now that I never considered that the 

3 August 15th deadline was nearly as important as 

4 endeavoring as best I could to get opinions to bring 
before this Commission on these matters apart from 
grain. What I did with grain in conjunction with 


4 my learned friend Mr. Mauro is a matter of public 


sakaninen, and that is what took a lot of time, and I 


8 iadieks and Ghe extent to which we have gone and the 

9 expense to endeavor to challenge the Canadian Pacific 
10 Railway study is a matter of record, 
11 THE GHAIRMAN: Will Mr. Williams have 
12 a statement on costing? 
13 MR, FRAWLEY: Mr. Williams? 
14 THE GHAIRMAN: Yes. 
15 MR, FRAWLEY: On cost of grain? 
16 HEB CHAIRMAN: Yes. | 
17 MR, FRAWLEY: No, Mr. Chairman, he has not, 
18 but he and others have undertaken to prepare briefs 
19 for me and have now completed the preparation of 
20 those briefs and I hope to present to the Commission 
a4 the views of competent people on these matters, and 
97 once again I repeat that the only thing I was guilty 
3 of at all was that I did not advise the Commission 
24 that the August 15th deadline was completely out of 
25 the question. These men that I have retained are 
6 professional people either consultants in private 
27 practice or university people, and they are not at 
28 my beck and call, and I was anxious they would 
29 complete their work rather than throw up their 
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\ 


nubs t confess again that the record =~ my own personal 
record -- and I have to plead guilty to something 
else: in the midst of working day and night in this 
matter I was rash enough to leave Ottawa for three 
weeks holiday in the month of August because I felt 
I needed it, and that also contributed to the delay, 
and now, with great, great respect, sir, I very 
humbly suggest that my personal record in this mates, 
to say nothing of the record of the province of 
Alberta who gave me unrestricted instructions to 
find these consultants -- and it makes me feel very 
bad that the Commission should be annoyed with the 
effort that I have put forth, 

THE CHAIRMAN: We have great respect for you, 
Mr, priiey, and we would not under any circumstances 
reflect on you, We made these orders, way back 
last June, I think, and we expected them to be kept, 

MR, FRAWLEY: Well, sir, you say that you 
expected me to get in these briefs from these men 
one of whom wasn't able to begin to do anything about 
it until late in June or July. As I said, I probably 
should have informed the Commission -- that is the 
only thing. But, to say the Commission is annoyed 
wits me -- you may not be annoyed with me personally; 
there may be a lot of matters that go into that, 
personal and otherwise -= but my province is now 
being indieked before the Gommission as well as I, 
personally, because we are === MO, We haven't been 


called delinquents, and so on, by the Commission. 
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Mr, Sinclair -- and may I say that what my friend Mr, 
Sinclair thinks, right at this moment I could not 
think of anything less important, I do feel it is 
a bit difficult to charge the province of Alberta 
and the government of Alberta and the Premier of 
Alberta, prem from whom I take personal instructions, 
that the Commission is anneyed with the performance 
of Alberta before this Commission. It is pretty hard 
to carry on and to endeavor to complete one's job if 
after all these months I am found fo be a delinguent 
in the preparation of what I think is the real matter 
before this Commission <= to find out what is wrong, 
what causes the imbalance in the freight rate structure 
and what can be done about it, other than grain, and 
those are the people I am trying to bring before 

you, On the question of grain we have retained 

Mr, Banks, Well, we have fought and fought and 
fought, and there are reams of correspondence between 
Mr, Banks and the officers of the C.P.R. I have 
very little to say as to that. We never for one 
single solitary second got the impression that the 
August 15th deadline applied to the grain costs -- 
never, sir. Certainly I am not anxious to quote 
any officer or servant of the Board. Never was 
there any question that the 15th of August deadline 
applied to the work Mr. Banks was doing, and if it 
had of applied to the work I was doing and the 
professional consultants I was endeavoring to 


convinee should do this for me, then it is a sad state 
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of affairs that I should stand, after all the work 
I did personally, and the interest I have had in trying 
to get a better freight rate structure for Alberta, 
and the ends to which I have gone personally in trying 
to get the best possible professional opinions to 
come before the Board, that because I didn't meet 
an impossible deadline, that never entered my mind -- 
and I told you before I didn't regard that of any 
importance -- of no importance compared with getting 
the right kind of briefs to present to this Commission - 
I will put to the Commission with the greatest respect 
that I think it is unfair to the government of 
Alberta and to your humble servant to find that at 
this late stage jin the Commission's affairs that I 
am a source of annoyance, 

MR, MAURO: Mr. Ghairman, I don't want to 
extend this at all, but the indictment is against my 
province, and whatever this Commission thinks about 
me may be unfortunate, but that cannot be helped. All 
I know is, and I am quite sure in the minds, I hope, 
of most Commissioners, that while we may not have been 
effective in our attempts before this Commission to 
place certain material before you, I trust you 
do agree we have put in a great deal of effort. We 
went to a great deal of effort in putting in a full 
review of Manitoba's ideas before the Commission at 
the regional hearings -- I think one of the fullest 
that has been put in, and perhaps we were @ little 


naive at that time in doing so. 
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I thought, strangely enough, that this 
Commission would be very grateful rather than 
annoyed at the amount of money and time the province 
of Manitoba has expended before this Commission. As 
far as the deadline is concerned, I mentioned before 
I was sorry it wasn't met, but I can’t even allege 
I was on a three week holiday this summer, The 
Manitoba group, which is a very small group, has 
worked consistently since the beginning of the year 
on the cross-examination of cost witnesses and on 
our submission, and I would hope that when this 
Commission is getting annoyed that it would show the 
Same annoyance at the C.P.R. for changing figures and 
changing cost studies that resulted in thousands 
of dollars of extra costs and many additional hours 
of work, 

I apologize, again, for not meeting the 
deadline, but I request that amy inference in the 
annoyance of this Commission directed to my province 
would be expunged from the record, and any annoyances 
the Commission may have would be directed against 
the counsel. 

THE CHAIRMANs I think you gentlemen have 
now 3tated your position, and we are most anxious 
to get on with this job of the Commission, and we 
didn't know the reasons given by Mr. Frawley today, 
but we certainly appreciate what both Alberta and 
Manitoba are doing and have dome; but, we have got 


a job to do and we want to get on with it, and we make 
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orders and we want them observed, 
MR, MAURO: Should I qualify my witnesses 
now, Mr. Chairman, and then we can start at 2:00 
o'clock? 


THE CHAIRMAN: Yes, 


| _bevareado ar dasw ow bat 
i! 7 tF Wi a 
| Qpagentiw ys vitiaup 1 hbiode RUM 
: it i: : rath mn Mi (ey 
| . QG;S 72.3 trata a8) ow gest baa (rem tasy Call a0 in 
hes 
: | i 
a 
| 
A. 
i 
’ | i 
: 
ae 
mn 
te 
| . | 
"i 
| 
| 
. 
| | 
mn] 
q 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 49295 


SUBMISSION OF THE PROVINCE OF MANITOBA, 


---S, TRAGHTENBERG, called. 
---V.M, STECHISHIN, called. 


---WELLIAM J, RUTLEDGE, called. 


~--DIRECT EXAMINATION BY MR, MAURO: 

MR, MAURO: I thought, Mr, Chairman, I 
would qualify the members of the Manitoba team who 
have participated in this and who will be available 
for any questions that the Commission might have, 
The first is Mr, Sam Trachtenberg of the Department 
of Industry and Commerce, Manitoba Development 
Authority. 

Qe Mr. Pracktousers: I will read out 
the highlights of your career, and you advise me, 
when I have finished, whether they are correct, 

You nigh born in Romania and came to Canada in 1924, 
Your early education was in Winnipeg, Manitoba, You 
received your Bachelor or Arts Honours in 1942 in 
Economics, History and Political Science. You 
obtained your Master of Arts degress from the Universit 
of Toronto in 1943 in Economics, History and Political 
Seience,. You did additional post graduate work 

ton rds your Ph. D, at McGill in 1949-50 and 1952-53 
in Economics and Economic History. You lectured 

on economics at Garleton College and the University 

of Manitoba. You were an instructor at the 
University of Toronto and at McGill University in 


economics, During your educational period you held 
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Trachtesberg,. dir. 
(Mauro) 

five undergraduate scholarships at the University of 
Manitoba; travelling fellowship in arts and also 
the Branforan Fellow of Economics at McGill University. 
You were Economical and Statistical Assistant with 
the Department of Finance in Ottawa; Statistician, 
Department of Reconstruction and Supply in Ottawa; 
an Economist with the Fisheries Prices Support Board 
and the Department of Fisheries, Ottawa; an Economist 
with the Department of Northem Affairs and National 
Resources, Ottawa, and at the present time the senior 
Economist and Executive Secretary of the Manitoba 
Suvwrleynche Authority? 

MR, TRACHTENBERG: That is correet, 

Qs The next is Mr. William Rutledge 
of Winnipeg, who was born in Portage la Prairie, 
Manitoba; early education in Portage la Prairie, 
and served in the armed forces from 1941 to 1945, 
Obtained his degree in chartered accountancy in 1947; 
became a partner in Peat, Marwick, Mitchell and Co. 
in 1958, In 1954 and subsequently a lecturer 
in the Institute of Chartered Accountancy of Manitoba. 
He is at present a member of the council of the 
Institute of Chartered Accounts of Manitoba, and 
holds the office of Accounting Adviser on 
Transportation to the government of Manito; is 
that correct? 

MR, RUTLEDGE: That is right. 


Q- Now, Mr. V.M. Stechishin: born in 


Montreal; early education in Washington, D.C. and 
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Winnipeg. Worked for the Winnipeg Grain Bishanch, 
1939, for the Royal Canadian Air Force as Traffic 
Supervisor to No. 7 Equipment Depot, Winnipeg, 
until 1943, Vulcan Iron and Engineering, Winnipeg, 
as Traffic Manager from 1943 to 1952, and since 
that date has been the manager of the Manitoba 
Transportation Commission and freight rate consultant 
to the Manitoba Development Authority. He has 
appeared as a witness before the first Turgeon and 
also has participated, I understand, on the second 
Turgeon Commission and in the Royal .Commission on 
Coastal Trade? 

MR, STETCHISHIN: That is right, 

Qe You have appeared on a number of 
occasions before the Board of Transport Commissioners 
and the Parliamentary Committee on Rai'Lways and 
Canals; has been a director many years of the 
Canadian Industrial Traffic League and is presently 
National Chairman of the Educational Committee of 
the Canadian Industrial Traffic League; first 
vice-president of the Canadian Institute of Traffic 
and Transportation; past president of the Winnipeg 
Traffie Club; coordinator and lecturer on a course 
of transportation at the University of Manitoba; 
is that wareets Mr. Stetchishin? 

MR, STETCHISHIN: That is correct. 

THE GHAIRMAN: We will adjourn now until 
2 o'clock, 


---Luncheon adjournment, 
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THE CHAIRMAN; Order please, Mr. Mauro? 

MR. MAURO: The format of this submission 
follows in chapter form the terms of reference of the 
Governor-in-Couneil to this Commission dated May a 
1959. The Order-in-Couneil is reproduced for ease 
of reference as Appendix I, 


INEQUITIES IN THE FREIGHT RATE STRUCTURE 


CHAPTER 12. 


2, Term (a) of the Commission's specific. 
terms of reference states that the Commission shall 
consider and report upon; 
"(a}) Inequities in the freight rate 
structure, their incidence upon the 
various regions of Canada, and the 
legislative and other changes that can 
and should be waits) in furtherance 
of national economic policy, to remove 
or alleviate such inequities.” 
3 Under this heading we shall confine 
ee eee to a discussion of the inequities 4n the 
present freight rate structure, their incidence upon 
the various regions of Ganada and the legislative 
or other changes that cam and should be made to remove 
or alleviate such inequities, The matter of national 
econ. mic policy is not within the purview of this 


precis of evidence, 


Basic Principles of Rate Making. 
4, No discussion of inequities in the freight 


rate structure can be of assistance to this Commission 


without first attempting an outline of those basic 
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principles of rate making within which rates are 
established. Departure from these basic principles 
creates those imequities in the freight rate structure 
which are discussed in this submission, 

Qo Mr, Stechishin, what in your opinion 
are the basic principles goverming rate levels in 
Ganada? 

MR, STECHISHIN: Mr, Gomissioners, there 
are four basic principles which oeeeaes to set the 
levels of railway pates in Canada, 

6. First Principle: It is a universally 
accepted primciple that the floor or lowest level of 
rates is set at a level which will return to the 
carrier an amount equivalent to, but not less than 

the variable costs of providing the said service, It 
is similarly accepted as a general principle of rate 
making and of carrier management that if the traffic 
will not move at this minimum vayiable figure, it 
would be to the advantage of the carrier to abandon 

the traffic rather than maintain it with an ever 
increasing reduction in the carrier's net revenue. 
While the principle, as enunciated, is universally 
accepted by carrier management, rate experts, and 
regt, atory agencies and transportation economists, all 

; 

too often im actual practice the railways's primary 
eacnee is with gross revenues as opposed to net 
revenues, This results in a volume of traffic being 
maintained at rates which, in our opinion do result, 


in fact, in a net diminution of met revenues. 
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And then follows Table I which is prepared 


to illustrate this proposition we have just stated, 


TABLE I 
wa 


1 Car Commodity "A" 50,000 lbs. at $1.25 $ 625.00 


1 Car Commodity "B"100,000 lbs, at $1.00 1, 000, 00 
Total revenue $1,625.00 


2 cars Variable Cost at $700.00 per car 1,400.00 


ss 


‘Contribution to Constant Costs $ 225.00 

npn 
10 cars Commodity "A" at $ 625.00 per car 6,250.00 
5 eas Commodity "B" at $1,000.00 per car_5,000,00 
Total Revenue $11,250.00 
15 cars Variable Gost at $700.90 per car 10,500.00 


Contribution to Comstant Costs -$ 750,00 


E@* 


20 cars Commodity "A" at $ 625,00 per car 12,500.00 


5 cars Commodity "B" at $1,000.00 per car 5,000.00 ; 


Total Revenue $ 17,500.00 
25 Gars Variable Cost at $700.00 per car _17,500.00 


Contribution to Constant Costs NIL 


Qo The point of that, I take it, Mr. 
Stechishin, is that Sk Svadcaeaneees Vian of gross 
revenues can lead a carrier to a situation where his 
net position is sonstantly being worsened while his 


gross position is improving? 
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(Maruo) 
As That is correct, Mr, Mauro, 
Qe Please carry on. 


MR, SINCLAIR: Before he does, and so I 
may follow this, the witness said it is niaeakeetixe, 
and I take it there are a number of tables in here 
in which there are commodity cars and so on and they 
do not, unless you tell us, illustrate or they 
are illustrations only and they do not represent 
active traffic movements; is that right? 

| MR. STECHISHIN: That is correct, Mr. 
Sinclair, 

MR, SINCLAIR: If there is actual movements, 
we will be told? 

MR. MAURO: You will be told. 


MR, SINCLAIR: Otherwise, they are just 


examples? 
MR. MAURO: Yes. 
MR, STECHISHIN:’ 
V2 Second Principle: Fixing the upper level 


or ceiling on rail rates is what has become known as 
the value of service principle, or as sometimes 
phrased, "what the traffic will bear". Under this 
principle or theory of rate making the rates are so 
set that any increase above this level will directly 
aff. .t the volume of traffic moving. Under both 

of the two principles set out, any obsession with 
gross revenues, in other words, failure to base 
decisions on net revenues rather than on gross 
revenues, results, in our views, in reduction of total 


net revenues to the carriers involved. Value of 
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service as used in this context is not limited 

simply to the ability of the commodity to "tolerate" 
higher freight charges, for example, the difference 

in "ability to pay" of boots and shoes as opposed 

to sand and gravel, but might also be determined by 

the value of the service of a competing mode of 
transportation, 

oy For example, let us assume that the 
railways are moving 20 cars of commodity "Cc" at 
$1,000.00 per car and that the variable cost of moving 
each car is $500.00, The following is the revenue 
position: 

Hatt 
20 Cars Commodity "G" at $1,000.00 per car $20, 000,00 


20 Cars variable cost at $500.00 per car 10,000, 00 


Contribution to constant cost 


9. If an increase in rate of 10 per cent has 
the result of traffic dropping off by 20 per cent, 


the following is the revenue position: 


4p" 
16 Gars Gommodity "Cc" at $1,100 per car $17,600.00 
16 Carg variable cost at $5,000 per car 8, 000, 00 


jontribution to constant cost $ 9,600.00 


10. Under these circumstances the railways are 


better off not to apply the increase. 
je On the other hand, if the freight rate is 


reduced, and the volume of traffic does not increase 
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sufficiently to offset the rate reduction, it may 

be said the goods are being carried for less than 
"the value of the service,” 

ve. If a 10 per cent rate reduction results in 
only a 20 per cent increase in traffic, the following 


is the revenue position: 


tem 
24 Gers commodity "C" at $9,000.00 per car $21,600.00 


12,000, 00 


24 Cars variable cost at $5,000.00 per car 
Contribation to constant cost $ 9,600.00 

136 If the traffic volume does increase 

substantially as the direct result of a rate reduction 

and the net revenue position can be improved, it , 

may be said that the previous rate was above "the 

value of service" e.g. a 10 per cent rate reduction 


directly results in a 40 per cent increase in traffic, 


"3" 
28 Cars commodity "C" at $ 900,@0 per car $25,200.00 
14, 000,00 


28 Cars yariable cost at $500.00 per car 


$11,200.00 


Contribution to constant cost 


14. "Value of Service" is the traditional sense 
referred to the rate level which would yield the 
maximum net revenues to the carrier. Under the 
monopolistic situation in which the railways found 


themselves, this level had little relation to cost of 
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1 (Mauro ) 
9 carriage except in the overall picture, 
3 15» The motor carrier at first adhered to the 
4 "value of service" theory of rate making in so far 
5 as this referred to the "ability to pay" of the 
6 traffic handled, Pressures of competition among 
Y motor carriers caused the weaker ones to reduce 
8 those rates which were more highly inflated relative 
9 to cost and the erosion of rates based on "value of 
10 service" began, Industry using its own trucks is 
11 not interested in the “ability to pay" of their 
12 commodity but in the "cost" of transportation, The 
13 for-hire carriers had to follow suit in order to 
14 retain the traffic. 
15 16. Thus while the "value of service" theory 
16 continues to determine the level of rates which will 
17 yield the maximum net revenue to the carrier, the 
18 value of service is no longer determined by the 
19 "ability to pay" of the commodity, but rather by the 
20 rates charged by competing media of transport or by 
a1 the cost of the shipper performing the service 
2 himself. Only where no effective competition exists 
o, is the value of service determined by the ability to 
94 pay. 
95 Q. Now, Mr. Stechishin, you have 
6 described for the Commission the first two principles; 
27 those of cost of service setting the floor level, 
28 and the value of service setting the ceiling. What 
29 is your third principle? 


30 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 45565 
TORONTO, ONTARIO Trachtenberg, dir " . 


(Mauro) 
2 MR, STECHISHIN: 
3 UT Third Principle: The third basic principle 
4 or factor governing the level of rates is that 


5 established by public policy as evidenced by the 

6 Railway Act, The upper limits of the rates as defined 
7 under the second principle above have been limited 

8 and governed by an agency of the national government 

9 on the basis that no shipper should be required to pay 
10 a disproprotionate share of the transporfation costs, 
11 Under our present form of rate control the maximum 


12 permissive level of each rate is established by this 


13 agency and the railways are not permitted to charge 
14 in excess of these established levels or maxima, 
15 Qe Now, so that I completely understand 


16 this, Mr. Stechishin, this third principle of yours 
17 governs the classification of rates into various 
categories; for example, if a commodity is designated 
as class 45, the railways can only charge the maximums 
permitted under that classification, regardless of 
the fact that they might be able to charge a higher 
rate due to the ‘absence of competitive forms of 
transportation; is that right? 

MR, STECHISHIN: That is correct, Mr. Mauro. 
The tovernment has said you shall charge no more 
than this rate, and it disregards whether or not 
the carrier can charge more than that. But the 
rate level is set by the government, generally 
speaking, somewhat below the value of service; 


otherwise, there would be no need to eliminate the 
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TORONTO, ONTARIO Trachtenberg, dir, 
: (Mauro ) 

2 maximum level of the rates, 

3 18. Fourth Principle: The fourth basic 

4 principle or factor governing the setting of rates is 
5 the further restriction imposed by the national 


6 authority that no rate set by the railways, be it 


7 higher than the variable costs and below the ceiling 

8 set by the "value of service" or by the regulatory 

9 agency, Should unduly prejudice or discriminate as 

10| between shippers. Thus, the railways, under our 

11 present legislation, may not reduce a rate for one 

12 shipper, even though the reduction may be justified 

13 on economic grounds, if the effect of the rate 

14 reduction so granted has an injurious effect on the 

15 business of another shipper. 

16 MR. MAURO: Section 322 of the Railway Act 

4 reads as follows: 

18 "300, Whenever it is shown that any 

19 railway company charges one person, company, 

20 or class of persons, or the persons in any 

21 district, lower tolls for the same or simil 
ay) services, than it charges to other persons, 

23 companies, or classes of persons, or to the 
24 persons in another district, or makes any 

25 difference in treatment in respect of such 

26 companies or persons, the burden of proving 

27 that such lower toll or difference in 

28, treatment does not amount to an undue 

29. preference or an unjust discrimination, lies 


30 on the company. 


¥ nd 1 — 


onener edd to fever. 


» votesd déi0% ote"), iDiqiontet staid cy 
et getss to gatetee eat Sntugovon tod ast to statoutag 
; 7 , =" 

{seolisa ad? va bee teaes moh? otras: neditaet | = | 


4. 
we 


t sd Bw t keer ons va tee Bist on tad? va baoutd 


gritios etd woled bee adeop sidattav esd? | 


at 
71 
&} 
© 
™ 
val 
4 
a 
= 
ia, 
ix 
ol 
oe 


Pak | 
‘eotvuse to ovlev" ocd < sen 1 
| siconinivoehh to. setbatjen vlabas Sivode <VomDSs aa} 
| j st te 
| "NO (Ohm gkyerlionr odd ,awdt) . sexeqqtde nected ~ | va 
s70 “Oot otS1T SB sonheon ton yam ,nolveleigel dneasxq ay | > 
: 7 ye) 
boLiives, of [et golteosbex odd siguosdd asve yteqgiida) 


) 
| sta 1 ont to s2actio odd 22 ,ebguoug otwonese aol 


ofY go gostio avotuytal aa asd hedaats og aobiaubex 


| cogeide tedtons to aesmtend fas 


Joa yswitel edt fo SSF golttos®, fOAUAM +, aM ; acme’ 


:awollot ee ebsen- 


, mt tel redone a ' . «pete roc 
Eite 4) gSVvones el aL tevenniw 6 SSE 


VERGO , MOREY sm Beaters yasqmoo, yaewiiet’ — Ai; vy 4 
(16 Ge oy7Qoeteq wit wo ,saeseieg To sasale so) 7 ee wy 


iolimte to omes odd “wok allot wewot gtobedakb 


en gegen a i 
- 


,2noaseg toto oF aoyreda Pt asc esagkwEne ee 


ey of TO ,Aatoaxeg to s 29etaio ad selmnqmod | were h mae él 
. MY Bes ‘ . in i) 

Senmn 1 ,~Folsdalh ter dale mb’ enoexeq ates 

wv 


ae | 


Ss 
a 
' 
" 7 
= - ———_ Z 
7 ra = 
— : = aaT = 
7 eae > a " : —— 


Nee y) 7 
tiove to toeqeou at taomtaond ne eumemeteh, ar bere 
axtvorg to sehtid odd eB STS | 0 satire ie 


at someneTtsh to [ied baat soe ii 


. subeut on ot tawons doa eech rT 


aan 


woit Ho LtgmbwtTOBLh, bianieinsl as 10 9 salad 
} oa et) 14 


x 


eee oP Te ise 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15567 
TORONTO, ONTARIO Trachtenberg, dir. 
(Mauro) 
MR, STECHISHIN: 


While the foregoing are the basic principles 
considered in the setting up of the rate structure, 
the over-riding principle is that of national policy 
and public interest, thenerorey in order to 
assess whether or not there are inequities in the 
presentffeizht rate structure, as this Commission 
has been directed to ascertain by the Governor-in- 
Council, we must look to those present practices 
which tend to depart materially from the principles 
above enunciated, or which are in conflict with or 
tend to frustrate national economic policy. 

{HE CHAIRMAN: And these are in your view 
the only principles? . 

MR, STECHISHIN: I wouldn't want to say 
they are the only principles, but they are certainly 
the four major ones Mr. Commissioner, 

MR, MAURO Q:; Now, Mr. Stechishin, 
in its submission at the regional hearings in 
deawiges, the province of Manitoba referred this 
Commission to a number of inequities in the present 
freight rate structure, Would you now please 
discuss this matter of inequities? 

MR, STECHISHIN: 
2t, The province of Manitoba would direct the 
attention of the Commission to the inequity resulting 
from the present practice of the Board of Transport 
Commissioners in awarding rate increases by way of 


horizontal percentage increases. 


21. When the railways find that the revenue 
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Trachtenberg, dir. 
(Mauro ) 

contributions from the various segments of traffic 
produce a total which collectively is insufficient 
to cover their operating and overhead costs, the 
practice has teen to apply to the Board of Transport 
Commissioners for permission to inerease all rates 
under the jurisdiction of the Board to yield 
sufficient additional revenue to meet their 
requirements, In every case this increase has been 
calculated by raising virtually all line haul rates 
(with the exception of coal and coke) by a specified 
percentage, This method of increasing revenue has 
many advantages for the railway traffic manager and 
the regulatory agency. In the first place it is a 
Simple matter to calculate, Secondly, it can 
easily be made effective by the publication of a 
master tariff rather than by a revision of each of 
the hundreds of thousands of rate items published, 
Thirdly, because it is a percentage increase, it tends 
to widen the range between the lower level of rates 
which mightotherwise discriminate against a shipper 
and the higher levelof rates found to be reasonable 
by the regulatory agency. 

Q I understand you have an illustration 
tc illustrate this last point that you make there, 
Mr, Stechishin, and it is diagram II - 1 in Volume 
2. Was this diagram prepared by you or under your 
instructions? 

Ko Yes, Mr. Mauro, it was. 


MR, MAURO: I would ask, Mr. Chairman, that 
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(Mauro ) 

it be numbered as an exhibit, 

THE CHAIRMAN: Have you filed this? 

MR. MAURO: Well, the copies have been filed, 
There are some additional ones to come aa but I 
would like them separately to be taken as an exhibit, 

MR. COOPER: Mr. Chairman, would it be 
easier to take Volume 2 right in as a separate 
volume of the proceedings and give it an A letter 
after the volume which will contain the Manitoba 
direct evidence, 

THE CHAIRMAN: Yés, that is all right, 

COMMISSIONER PLATT: Mr. Cooper, I think 
there would be difficulties in reproduction. 

MR. GOOPER: Well, file Volume 2 as 
an exhibit under one number, then, 

THE GHAIRMAN: And then refer to the 
exhibits as they come along. 
---Exhibit Now 153. — : ee 
Submission of the Province of Manitoba, 


° ° 
° 


----EXHIBIT NO, 153-A = Diagram II - 1. Diagram 
ire ern ike effects of percentage increases on 
factors enbering ratemakings 

MR, MAURO Q: I am now referring you to 
exhibit No, 153-A, Mr. Stechishin. 
MR, STECGHISHIN: This exhibit, Mr. 

Commissioners, is an attempt to show in graphic form 

that which we have just been discussing. We have 


drawn -- these are arbitrary figures; they are not 
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TORONTO, ONTARIO Trachtenberg, dir ; 
(Mauro ) 


Specific eases, but it would vary with individual 
Shipments -- but we have shown on here or tried to- 
Show the value of service as a shraight line, 

Qe That is the upper line; the upper 
horizontal line? 

MR, STECHISHIN: Yes, the upper heavy line 
runningijat the figure of 120 on the lefthand oPGe! 

Qe Yes? 

MR, STECHISHIN: Now, that line -- the 
value of service doesn't change merely because the 
railways have been permitted to get an increase in 
rates, It is more or less of a standard figure, dipjeet; 
¢ course, to other factors, but not to the change 
in rate itself, 

The variable cost of service, we have shown 
as this bottom line with the two steps in it starting 
at 60 and ending at roughly 87, I believe, or thereabouts 

And the variable cost of service, of course, 
does go up because of increasing railway costs, but 
we have shown the increase not being as a progressive, 
but only going up at the time an increase might be 
granted, 

Q. So this line starts at a level of 
60 a. i then, assuming the railways have increased 
costs of labour, they come before the Board of 
Transport Commissioners and ask for a 20 per cent 
increase to offset this increased cost, and you show 
the increase in variable cost? 


MR, STECHISHIN: At that time, yes. 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutile dge, 15572 
TORONTO, ONTARIO Trachtenberg, air . 
(Mauro ) 


THE CHAIRMAN; Where in this A is there any 
provision for taper? 

MR, STECHISHIN: This is not a scale of 
rates, Mr. Chairman, This can be any one individual 
rate, It would be $1.20 rate, or, actually in this 
case, it might be 90 cents at a particular time for 
a particular length of haul, There would be no rate 
of taper in that, 

MR. MAURO Q: I think you ought to explain 
the other lines and then put it into context, 

MR, STECHISHIN: Now, the second line from 
the top lefthand side, the maximum permissive rate, 
which takes the two steps at the same time as the 
variable cost of service, would be that rate ceiling 
seté by the Board of Transport Commissions on this 
particular mythical movement -- hypothetical movement 
we are speaking of. 

a; Then, Mr. Stechishin, assuming that tha 
is class 45, there was a commodity moving under class 
45 scale, the value of service or what the traffic 
might bear is this upper line of 120? 

MR, STECHISHIN: Yes. 

e. But the Board of Transport 
Com..‘ssioners under class 45 have set as the maximum 
permissive rate this line at 90? 

MR. STECHISIN: That is correct, Mr. Mauro, 

. And then they got the 20 per cent 
increase in the maximum permissive rate increases? 


MR, STECHISHIN: It goes from 90 to 180, 
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Qe And then they got another increase 
and it rises another 20 per cent increase in the 
maximum permissive level now, and goes above what 
the traffic will bear? 

MR, STECHISHIN: That is correct, 

Qe Now then --- 

MR, STECHISHIN: There is a fourth line 
here, and that is the one between 70 and 80 on the 
left hand widens and that continues straight naeane 
and this is the minimum non-discriminatory rate 
which is the lower level that might be set in 
particular traffic by the Board of Transport 
Commissions because a rate any lower than that would 
have an adverse effect on some other shipper who 
might be competing in the same market and this has 
been the result of decisions of the Board on @ number 


of pecasions, 
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Now, I have saded in between the maximum 
permissive rate and the minimum non-discriminatory 
rate, which is the area within which the railways may 
set their rate, and they can't go above the maximum 
permissive rate,thgy can't go below the minimum dis- 
ecriminatory rate. The maximum permissive rate may 
be below the value of service -- in this case it is -- 
it may be above the cost of service, and I think it is 
generally established that it should be in ate cases, 
So you have the siaded area as the range within which 
the railways may set their rate in order to meet the 
particular exigencies they find at that time. 

THE CHAIRMAN: And still be above out-of- 
pocket? 

MR, STECHISHIN : Yes; but it could be any- 
where between 75 cents and 76 cents and 90 cents. 

MR, MAURO: Q. And that permits the 
area in which the railways can compete? 

MR, STECHISHIN: I have heard it referred 
to as the playground. 

THE CHAIRMAN: And what about the long haul? 

MR, STECHISHIN: This particular illustratio 
could refer to a long-haul shipment as well as a short- 
haui shipment. I am trying to show the relationship 
between the value of service as well as other factors, 
Scrap iron would move for 700 miles at a rate of 90 
cents. This is not an attempt to show a scale of rates 
between long-haul and short-haul; this is a given rate 


at one given time. It is merely to illustrate the 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 
TORONTO, ONTARIO Trachtenberg, dir 
(Mauro ) 


four principles we have just enunciated, Then when 
the railways get the 20 per cent increase the maximum 
eeianine level goes up from 90 cents to $1.08, and 

the result is that the railways take the full increase 


in this particular shipment, Then in the second 20 


per cent increase that the railways may get -- and these 
are just examples -- the $1.03 figure has new gone up 
to about $1.29, So the maximum permissive level is 


now above the value of service, and it is when this 
situation occurs that you have what the railways refer 
to as attrition, because they now cannot charge the 
full rate, so they must charge something less, 

THE CHAIRMAN : That is one of Mr. Edsforth's 
terms. 

THE WITNESS: Yes, 

MR, MAURO: Q. At the end of the scale 
after the second increase? 

MR, STECHISHIN s Also with the second in- 
erease the cost of service has now gone above the 
minimum non-discriminatory rate, and in that case we 
suggest if it is above that then the railways must 
charge a higher rate and not protect the interests of 
a shipper who, prior to that time, said that he must 
have ,arity rates with someone else who might have a 
shorter haul. 

Q. What position have the provinces taken 
regarding this method of effecting rate increases? 


A. The provinces which have appeared 


consistently as parties before the Board of Transport 
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Commissioners on the applications for general freight 
rate increases have never accepted the alleged merit 
of the horizontal percentage increase method, Follow- 
ing every rate increase, and on many occasions during 
the hearings before the Board of Transport Commission- 
ers, individual shippers themselves have complained 
that horizontal percentage increases aggravate those 
discrepancies which have been permitted to enter the 
rate structure, Those shippers who have been denied 
lower commodity rates -- that is the class rate shipper 
we are speaking of there -- and are paying maximum 
class rates feel their injury is compounded when, 
under horizontal percentage increases, their actual 
increase in cents per hundred pounds is Pp datee 

than that assessed against more fortunate shippers 

who have been accorded lower commodity rates, 

Ean The shippers involved find this practice 
particularly difficult to accept when they know that 
class rates account for a very small percentage of 

the total railway revenue and further that the rail- 
ways choose not to raise the lower commodity rates 
except when they have authorization from the Board 


of Transport Commissioners to increase the class 


rates, 


Q. I wonder if you would pause there and 
explain that last sentence a little more fully concern- 


ing this gap which exists in the various rates classi- 


fications? 


ME. STECHISHINS? Mr. Chaiffan, I believe 
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this morning someone -= Dr, Britnell] -- put on the 
record that class rates were a very, very small per- 
centage of the total traffic, I think about 5 per 

cent or some such figure, Now, the railways have 
frequently said that this is their ceiling, they can 
charge any rate below that subject to the conditions 
we have just mentioned, It follows from that that 
they can increase or cancel such a rate without having 
to go to the Board. 

Q. If you could refer to 153A, and it is 
a particular commodity rate, and assuming that they are 
charging 90 cents, their permissive level is something 
under $1.10, say, $1.09. One might assume that the 
railways would first increase that rate up to the 
permissive level? 

MR, STECHISHIN: Yes. 

Q. But, as a matter of fact, they do not; 
they will not raise this rate until they get an increase 
in the class rate? 

MR. STECHISHIN: That has been the experience, 
sir. 

Q. Would you carry on? 

MR, COOPER: Is it clear on the record, Mr. 
Maurc, when you said "this rate" what rate you were 
referring to there? 

MR, MAURO: This commodity rate of 90 cents. 

MR, STECHISHIN: In addition, due to the 
fact that rates for greater distances are higher than 


rates for shorter distances, horizontal percentage 
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increases tend to aggravate the disadvantage of those 
who are farthest removed from their sources of supply 
and markets. It is also important to note that while 
costs have increased less with respect to line haul 
costs than terminal costs during the postwar period, 
horizontal percentage increases tend to increase the 
charges related to line haul disproportionately to 
terminal costs. Two principal causes for this lesser 
increase in line haul costs appear to have been dieseligal- 
tion and centralized traffic control. 

a4. Another aspect of the inequity or problem 
created by the horizontal percentage method of in- 
creasing rates is the impact that it has on the railways 
themselves. The Commission has heard, throughout your 
cross-country hearings, numerous examples of the 
inequities and aggravations that result from horizontal 
percentage increases from the viewpoint of the shipper. 
It is our submission that, in addition to injury to 

the shipper, horizontal percentage increases also have 
an adverse effect on the revenues of the railways. 
Whereas at present, various rate levels result in 
differing contributions to costs by the diverse traffic 
movements, the horizontal percentage method of rate 
gravates or increases the relative dis- 


incr: 2ses ag 


crepancy of contributions by the various rates. This 


increase in the proportionate contribution to constant 


costs is illustrated in Table 2. 
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ANGUS, avontnouse & CO. LTD. Stechishin, Rutledge, 15578 
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(Mauro ) 
TABLE 2 
Line 
10 Cars Commodity "A" 
50,000 lbs. each at $1.45 $ 7,250.00 l 
Variable costs $600 percar 6,000.00 2 
Contribution to Gonstant Costs $1,250.00 3 
10 Cars Commodity "B" 
50,000 lbs.each at $1.25 6,250.00 4 
Variable costs at $600 per 
car ' 6,000.00 5 
Contribution to Constant Costs 250.00 6 
Excess contribution of Commodity "A" 1,000.00 sj 
All rates subjected to a 208 increase, 
10 Cars Commodity "A" 
50,000 lbs. each $1.74 $,700.00 8 
Variable costs at $600 per 
ear 6,000.00 . 9 
Contribution to Constant Costs 2,700.00 10 
10 Cars Commodity "B" 
50,000 lbs. each at $1.50 7,500.00 pe 
Variable costs at $600 per 
car _6,000,00 12 
Contribution to Constant Costs 1,500.00 13 
Excess contribution of 
Commodity "A" 1,200.00 14 
Inerease in discrepancy 200.00 a5 


And here we have ten cars of commodity "A" 
and ten cars of commodity "B", "A" moving at $1.45 and 
"B" moving at $1.25, and a contribution to gonstant 
costs of $1,250 for the ten cars of commodity "A", and 
commodity "B" moving at a somewhat lower rate, $1.25, 
as a contribution of only $250, and the excess contribu- 
tion of commodity "A" is $1,000, as shown on line 7. 
Now, if all those rates are subject to the 


20 per cent increase, we find that commodity "A" now 
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contributes to overhead to the extent of $2,700, 
and commodity "B" to the extent of $1,500; the excegs 
contribution of commodity "A" is now $1,200 instead 
of $1,000, or $200 more. 

COMMISSIONER ANSCOMB: So your variable costs 
are on the same basis before and after the increase? 


MR, STECHISHIN: In this particular illus- 


tration they are, yes. 
MR, MAURO: Q. Therefore before 
commodity "A" was making a contribution of $1,000 
greater than "B"; after the increase the discrepancy 
is further increased by $200? 
MR, STECHISHIN: That is correct, Mr. Mauro, 
Q. Would you please go on? 
MR, STECHISHIN: 
25. This problem is not a new one to the Canadian 
transportation scene, The Turgeon Royal Commission in 
its report in 1951 devoted more than a complete sub- 
chapter to this issue at pages 45 to 49, and in addition 
a section on horizontal increases, at pages 50 to 62. 
While the Turgeon Royal Commission offered no specific 
solution to the problem it made abundantly clear its 
position in regard to the procedure followed. Recom- 
mend. tions of the Turgeon Commission were as follows. 
MR, MAURO: "No legislative amendment 
dealing with horizontal increases is recom- 
mended. The Railway Act in its present form 
gives to the Board ample power to deal with 


matters of this kind. 
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"In all future increase cases it is 

to be hoped that the Board and the 

railways will pay due regard to the 

considerations referred to in this 

section," 

(Report of The Royal Commission on Transportation, 
1951, page 62.) 

Q. Would you go on, Mr. Stechishin? 

MR, STECHISHIN: | 
20. In only one of the seven rate increase cases 
which have followed the publication of the report of 
the Turgeon Commission has an attempt been made , 
however, to comply with these recommendations. The 
reference may be found in 68 CRC 273, decided January 
25, 1952. 

Now, that citation is, of course, the decision 
of the Board, which was put into effect by the rate 
tariff, Tariff CFA THA. 

The following is an excerpt from Tariff CFA 
Tu-A effective February 11, 1952: 

"(d) Cordwood, Edgings, Mill Refuse, Slabs, 

when used for fuel purposes » » o « « 

2 e e efable 1, maximum 2 cents per 100 lbs. 
(e) Potatoes, specified in item 40, page 

227 of Canadian Freight Classifi- 


cation Table 2. 


"(f) Gravel, pbuilding) in buik in open 
Sand, building ) top cars 


10 cents per ton of 
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2,000 lbs. or 1/2 cent per 100 lbs. 
as rated. 
"(g) Stone, crushed or sereenings in bulk 

in open top cars ..... 20 cents per 

ton of 2,000 lbs. or 1 cent per 100 

lbs, as rated," 

MR, MAURO: 
28, That this problem of horizontal percentage 
increases not only has not been settled but on the 
contrary was been even further aggravated has been 
shown in the events which followed the last general 
general rate case, the seventeen per cent increase 
in 1958. We would refer the Commission to the 
statement of the Acting Prime Minister who was quoted in 


a press release of November 26, 1958 as stating: 


"It is, however, recognized by the 
Government that there are serious in- 
equities in the present freight rate 
structure which have both contributed 
to, and been aggravated by, the system 
of horizontal rate increases. The 
Government has already indicated its 
intention to move towards a solution of 
these problems. 

"A study is being undertaken at once 
to work out measures to relieve against 
inequities in the freight rate structure 
including any that may be aggravated by 


the present increases. Steps are also 
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being taken to set up a suitable body 

to review the general field of railway 

problems and policies," 
29. Subsequently, on May 24, 1959, the Minister 
of Transport in presenting the resolution respecting 
Bill C-38, the purpose of which was to authorize the 
government to contribute $20 million by way of subsidy 
to alleviate in part the burden imposed by the 17 
per cent increase, said; 

"As an interim measure designed to 

alleviate the burden of the authorized 

increase in rates (17%), the proposed 

legislation provides for a subsidy 

of $20 million over a 12-month period 

to be paid to the companies , .. as re- 

imbursement for such reductions in 

rates as they may be directed to make 

pursuant to this legislation .. . 

"The government has decided that the 

most effective relief is to be afforded 

by confining the subsidy to a reduction 

in the non-competitive class and com- 

modity rates . . . These rates .. . 

are the ones which have taken the full 

percentage increases authorized by the 

Board over many years. 

"This manner of alleviation concentrates 

the benefits on the long-haul traffic 


where rates have not been kept down by 
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competition.” . .., 

"As honourable members know, the 

government has indicated its intention 

of proceeding with a comprehensive 

inquiry into these matters affecting the 

railways." 
(House of Commons Debates, Official Report, Volume 
103, No. 49, 2nd Session, Tuesday, March ob, 1959, 
pages 2207-8. ) | 
30. One of the principal reasons for the 
establishment of this Commission, Mr. Chairman, 
therefore, was for the purpose of Lavesticetine and 
recommending solutions to this major inequity of 
horizontal percentage rate increases, 

Q. What recommendation has the Province 
of Manitoba with regard to alternative methods to the 
horizontal percentage rate increases? 

MR, STECHISHIN: 

31. We would refer the Commission to the 
submission of the Province of Manitoba presented by 
the Honourable Duff Reblin, Premier, at the hearings 
in Winnipeg on February 8, 1960 where the following 
| is stated: 

"There have been numerous alternative 
methods suggested from time to time 

in both Canada and the United States 

with a view to easing the obvious impact 
of horizontal percentage increases. 


Various devices are presently utilized 
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by the Interstate Commerce Commission 
in the United States and on occasion the 
Board of Transport Commissioners has 
applied maximums and exceptions on 
specific commodity movements when 
applying rate increases, There are 
certain inherent weaknesses in any 
alternative plan that attempts to shift 
rate burdens, but it is our submission 
that an alternative is feasible which 
would more equitably distribute the 
increases required while recognizing 
the characteristics of particular 
traffic movements. 
"Our problem in Canada is to establish 
a rate basis which minimizes the dollar 
increase on the long haul traffic while 
at the same time maximizing the contri- 
bution from the short haul traffic. 
The difficulty lies in finding the point 
of balance or diminishing returns where 
the increase results in a greater loss by 
way of diverted traffic than is realized 
from the higher rate. We submit that 
increases applied by way of cents per 
hundred pounds plus a smaller percen- 
tage increase is one possible scheme 
which is worthy of study as a com- 


promise formula." 
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(Daily Transcript, Volume 29, February 8, 1960, 

page 4234, ) 

32. The problem or inequity of horizontal in- 
creases is generally recognized, especially where 
shippers having longer hauls must compete with those 
having short hauls. An attempt to offset the dis- 
abilities of horizontal increases has been made by 
the Canadian railways with regard to coal traffic. 
Because of the high freight rate content in the 
selling price of coal, freight rate differentials are 
of serious consideration in the marketing process. 
Major Bivedrcions in these differentials to the 
percentage horizontal increases can create insur- 
mountable obstacles leading to the complete loss of 
markets and the cessation of activities. 

33. Recognizing this, the railways have not 
increased rates on coal by the horizontal percentage 
method, but rather by a uniform number of cents 

per ton. In the 17 per cent Case, that is the 

last 17 per cent case I am speaking of, rates on 
coal were not increased by 17 per cent but by 22 
cents per ton, Thus a rate of $1.50 was increased 
by 22 cents to $1.72 or by 15 per cent -- that 15 
per cent is the calculated figure -- while a rate of 
$4.50 was also increased by 22 cents to $4.72 or 
only by 5 per cent. 

34. However, this alternate method did not prove 
entirely satisfactory in that short haul shippers 


claimed the method was unduly discriminatory against 
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them, Exceptions were made in some of the earlier 
increase cases to avoid unduly penalizing the short 
haul. 

I should mention that this practice of in- 
creasing the coal and coke by a flat increase is stan- 
dard procedure by the railways, and all eleven cases 

since the last war have been on the same basis, 

COMMISSIONER ANSCOMB: Do they only apply 
to coal and coke? 

MR, STECHISHIN: Yes. 

The following table reproduced from rule l 
of CFA Tariff 74-C illustrates the basis followed -- 
and 74-C was one of the earlier cases; 

Coal and Coke 


Line haul carload rates on Amount of Increase 


(c) Coal and Coke, including Coke Breeze, 
Petroleum Coke, Petroleum Coke Breeze, 


Pitch Coke 

On rates to and including 80 cents 

per ton 30 cents per ton 
On rates 81 cents to and including 

90 cents per ton 35 cents per ton 
On rates 91 cents to and including 

$1.00 per ton 40 cents per ton 
On rates $1.01 to and including 

$1.70 per ton 45 cents per ton 
On rates $1.71 to and including 

$1.85 per ton 50 cents per ton 
On rates $1.86 to and including 

$2.00 per ton 55 cents per ton 
On ra es $2.01 per ton and over 60 cents per ton 
35. The flat increase per hundred pounds (or ton ) 


which is the opposite to the horizontal percentage 
increase method created similar problems. In the 


ease of the horizontal percentage increase method, 
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2| the problems created bear on the long haul shipper. In 


3] the case of the flat cents per 100 pounds method, the 
4|| problems created bear on the short haul shipper but in 
5| the case of the short haul shipper the railways have 

6| recognized the need for exceptions, The Canadian 

7| railways in the past have not felt compelled to make 

8 similar exceptions in the horizontal percentage method 
g| to alleviate the burden on the long haul shipper. 

10| 36. The one major exception to this general 


11 statement occurs on so-called transcontinental traffic 
12|| between British Columbia and eastern Canada (A and 
13| B groups and East). Here the railways have found 
14 that in most cases the full increased rates could 
15 not be maintained, as otherwise the traffic would 
16 be diverted southward, across the United States and 
: north back into Canada at lower freight charges. 
ig As a result, a whole body of exception rates, based 
19 primarily on U.S. railroad competition, has grown 
up between the two areas giving British Columbia 

a major block of relief from the full impact of 


horizontal percentage increases. The following 


table illustrates this fact. 
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Table 3 


Carloads from Eastern Canada 


to: Man, Sask, Alta, BLC. 


Total Cars 209 80 172 ate 
Competitive rated cars 46 1 4 4d 
Agreed Charge rated cars 50 39 74 101 
Total at depressed rates 96 40 78 145 
% of total 46% 50% 466 84g 


Source: 1958 Waybill Analysis. 


This shows the carloads moving between 
eastern and western Canada to Manitoba, Saskatchewan, 
Alberta and British Columbia, 

Now, the first line is the total cars, 209, 
80, 171, 172; the second line shows the competitive 
rated cars, the third line the agreed charge rated cars, 
and the fourth line is the total depressed rates, 

In other words, these are the numbers of cars which 
move below what is the normal rate, and the percentage 
of traffic at depressed rates to total cars is shown 
in the last line, and here we see 46% to Manitoba, 

50% to Saskatchwan, 46% to Alberta, and 84% to 
British Columbia. 

Q. As I understand it, the Manitoba 
Transportation Commission had recommended that a 
complete analysis be made of the waybill of inter- 
provincial movements of all traffic moving in these 
groups? 


A. yes. We do this every year for one 


purpose or another. 
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MR, MAURO: We have prepared this, Mr. 
Chairman, and we will submit it. There has been some 
talk of various commodity movements. I would like 
to have this marked as an exhibit. 
MR, COOPER: Exhibit 154, Mr. Chairman, 
---EXHIBIT NO, 1543 A study of The Board of 
Transport Commissioners for 
Canada =-- Waybill Analysis, 
1958. 
MR, MAURO: Q. Now, Mr. Stechishin, would 
you simply explain just briefly what the document is? 
MR. STECHISHIN: Mr. Chairman and Commissioners, 
this document is merely taking the Waybill Analysis whic 
is issued by the Board of Transport Commissioners, that 
is movements from one province to another, not the 


Blue Book which has been shown here from time to tin, 
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The information contained there is the same information 
that appears in the blue covered Waybill Analysis 
issued by the Board of Transport Commissioners except 
that this is the movement from one province to another 
by provincial geographic boundaries, All we have 
done here is taken the information listed in this 
other larger book and then re-arranged it in tabular 
form so that one can tell at a glance where the 
traffic movements are in each direction, There is 
nothing very mysterious about it and nothing difficult 
to follow, It is just a gollation of the 
information spread through the entire book, 

Q. There are no figures in here, Mr, 
Stechishin, that are your figures? This is information 
published by either the DBS or the Board of Transport 
Commissioners under the Waybill Analysis? 

MR, STECHISHIN: That is correct. There are 
some calculations we have made: for example, we did 
calculate the revenue per ton which is not shown in the 
Waybill Analysis, which is merely dividing by the total 
tons on a particulay movement, and it is a simple 
arithmetic calculation, 

If I might explain a few of the sheets: 
page \, for example, is the analysis of traffic movements 
by provinces, and there are ten columms -- eleven, 
actually, one for oalt province and one for the total. 
Under the first column, for example, is "To Newfoundland" 
and there is a figure of 453. If you follow that 


on the horizontal plane it is also "from Newfoundland" an 
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you find 453 moved within Newfoundland, Similarly 
right across, The cross that we have in here is to 
set out separately from the rest, for easy use for 
ourselves, the Manitoba traffic, So, here we find 
New Brunswick to Manitoba is one car, and Quebec to 
Manitoba is 42, and Ontario to Manitoba is 166, and 
SO On. 

COMMISSIONER PLAGPy: Fhese are the figures 
from the waybill? 

MR, STECHISHIN: These are the figures in 
the Waybill Analysis, 

MR. MAURO Q: This is the one per cent 
Sample? 

MR, STECHISHIN: That is right, If I might 
just comment on this sheet, one thing that did come 
to our attention was the fact that intra aril 
traffic, that is, traffic with the point pr origin 
and destination within the same province, is almost 
invariably the largest single movement for each 
prevince, The exception is Prince Edward Island, 
Saskatchewan to Ontario, and to British Columbia 
from Alberta, This intra provincial traffic g9. 
opposed to the inter-provincial totals 9,514 cars, 
or over 50 per cent of those shown in the Waybill 
Analysis. 

The next page that I would like to draw 
to your attention is page 3 where we have exactly the 
same information as on page 1 but eee revenue rather 
than by the number of cars, In contrast to page l ve 
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note that in terms of revenue the dominion movements 
are not intra-provincial but inter=pSovincial. This 
traffic, i Saehes puss inetels totals $11,917,300, 00, 
or 70 per cent of the total, and on page 1 we noted 


the inter-provincial traffic was less than 50 per cent, 


Now, by revenue it is 70 per cent of the total, 


oO 


MR, MAURO Q: So that by revenue it is 
70 per cent as compared to less than 50 per cent by 
carload? 

MR, STECHISHIN: That is correct, The 
next one I should make some reference to is page ll, 
and this,is a calculated figure by us. This is the 
average revenue per ton, That is, if you divided 
by 20 you get the average rate for 100 pounds, The 
Waybill Analysis is shown in tons, Now, from Ontario 
to Manitoba --- 

Q. Which figure is that? 

MR, STECHISHIN: The fifth line down and 
the column in the Manitoba group under the cross, 

Qo Yes. 

MR, STECHISHIN: $36.62 is the average 
revenue per ton from Ontario to Manitoba, That 
would be $1.83 per 100 pounds in round figures, 
anc so on, right across the whole thing. 

The second feature of this particular 
page of the study is the fact that the rates on 
shipments from eastern Ganada to Manitoba and to 
the other provinces in western Canada are higher withou 


exception than any other rate pithin eastern Canada, 
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If we take the entire block, which would be Newfoundlana| 
Prince Edward Island, Nova! Scotia, New Brunswick, 
Quebec and Ontario down to the line representing 
ee one rate in the entire block is higher 
than the lowest rate between the east and west, 

Qe fhe rates between east and west, I 
see == Manitoba $36.62 per ton? 

MR, STECHISHIN: That is correct, 

Qe Saskatchewan $51.53 per ton? 

MR, STECHISHIN: That is right, 

Q. Alberta $61.04 per ton? 

MR, STECHISHIN: Yes. 

Qs And British Golumbia $52.50 per ton? 

MR, STECHISHIN: That is right; that is, 
from Ontario, 

Qe That was all from Ontario? 

6OMMISSIONER BALGH: That $3 -- that is 
within Ontario? 

MR, STECHISHIN: Within the province of 
arg that is right. In the extreme right hand 
colum the average rate from Ontario is $6,08 -- 
all traffic originating in Ontario, $6.08. 

MR. MAURO Q: ven, that right hand 
col wm is the average of all traffic originating in 


> 


the province? 
MR, STECHISHIN: From that province, The 

line across the bottom is the average revenue per ton 

on all traffic destined to the orovince, Using Ontario, 


it is $6.08 on all shipments from Ontario; $4.67 on all 


cobaated gated ,pontvorty sit oF snide 
Lis mo YO. Gon eetMD moh emeramgitete 


en pat Asn igi + 
Vr hake “i 


“shelves el Soest: 
‘gatdesesuqen enti ent of mwob olen’ z 
qetyhd et rivctd santen bin: i ain | 

feo bas tess oft mowted si ae 

t ,Jesw bas dens nosed Rotax oct we et We <i ody 
“ymo? teq £3,3€¢) adotinaM «a, oa : 

.tooyvmoe €2 tad? :wrRenoare gat het NG iv Fe 

‘tot Taq FA,12$ mawedodetese® 9p | | tage 

Highs ot deel apeaiare | 

‘aod ee HO, Oh aeeMEA WD Fe 

eer MEH THORTE ‘oA Wid bia aah cholo 

‘aod Tey 02. Seg atdéuuto iiesd bea Dads Dp ee Reon: 


’ 
i 


,et tat ioeiebs er sack MIRO RPS yt: as 
Soluce govt [fe saw sed? 4p tet oe 


at dsc) ~~ €& Veet sHOTAL AAMOTALIMNOD raty 
% soaivorq oft abdeiw :WIHeSTeORPe JaM fs i ¢ Ses 

btn deighx emextxe eat al oteig.ter at aad votvedao. 
wm GO de et alweted mort ots7 sgeneve ont meer 
80:38 <otumaag at sattantgtie okthewt tie 

bast tdgtx tadt ,eey 9 OREN. m pal Sle wee | 

nt gaidontgivo ofttest £6 tongue aaa ip 

| ee tepatvong ond 1 

od? .sontvong tad not emmerunatte sii eles. Le 


nok teq aueoved egereys edd at novtod 


i” wr ahi a t Me 


el oF 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15594 
TORONTO, ONTARIO Trachtenberg, dir, 
(Mauro ) 


shipments to Ontario, 

THE GHATRMAN : The $6.08 would mean that 
much of the traffic was intra --- intra Ontario? 

MR. STECHISHIN: That is right. 

MR, MAURO Q: Are there any other 
references? 

MR, STECHISHINs On page 15 I regret to 
say there is an error of a decimal point; this is 
the table showing the average haul, and this is 
also a calculated figure, What we did was divide 
the total car miles by the cars in order to get the 
averagement movement of each car, The error is 
-on the traffic from Nova Scotia to Quebec, under 
the Quebec colum, the third line down. 

Qe Yes, 

MR, STECHISHIN: That should read 839 alies, 
instead of 8,309.. It should be 838.9, dina rounded 
out, it is 839 miles, The sharp contrast in the 
mileages on the east-west traffic is again shown by 
the size of the average haul, 

Over the page, on page 16, is the movement 
of agricultural products, Looking at the Manitoba 
figures, that is the one within the cross, we notice 
tha. that traffic originating in Manitoba, three- 
quarters ef the cars carrying products of agriculture 
are destined to Ontario; that is, the 391, moving 
from Manitoba to Ontario, and about eas ins te of the 
total, or 61 cars of the 511, involved here are to 


other Manitoba destinations, 
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MR, SINGLAIR: Does this include grain? 

MR, STECHISHIN: This would include all 
¥earfie; yess. 

THE CHAIRMAN: To the head of the lakes? 

MR, STECHISHIN: Primarily. If we take 
the traffic destined to Manitoba points we would take 
the vertical column reading Lenni and we find about 
40 per cent of the traffic originates within the 
province and roughly the same amount destined to 
Manitoba comes from Saskatchewan, 

MR, MAURO Q: I take it that would be 
the large grain shipments? 

MR. STECHISHIN: I believe that a fair 
portion of that is grain traffic moving up to the 
port of Churchill. 

THE GHAIRMAN;: And livestock? 

MR. STECHISHIN: Amd livestock -- no, that 
is not a product of agriculture. 

MR, MAURO: That is not included in that 
chart, Mr. Chairman. 

MR, STECHISHIN: On page 22 we deal with 
animal and animal products and this would include the 
livestock. Here we can see, if we total the 
Man‘ toba horizontal column, the eastern traffic is 
the 5, 6, 28 and 35, and we find that over two-thirds 
of the cars with animals and animal products are 
destined to eastern Canada; about one-third is within 
the province, and a very small movement westward, 


of the inbound traffic to Manitoba about two-thirds 
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of that comes from Saskakonewans which is the 109, 
as a percentage of the 164, 

Page 27 which is the animals and animal 
products only this time by revenue per ton, this 
is the average rate paid on animals and animal 
products, I draw your attention to this because it 
illustrates the high rates the Manitoba shipper of 
animal and animal products must pay to reach his 
sine and two-thirds of his market is in peeree 
Canada, and the rates vary from $58.71 to $35.46 in 
Ontario, That might be compared with the Canadian 
average of $28.23, which is the figure appearing 
in the bottom line in the lower right hand corner, 
or the total for all Canada, 

Page 28 is mine products, again by car 
load and this shows the fank, I suppose, that most 
of the mine products are intra-provincial in their 
movement, and in almost every province the mine 

product itraffig is local short haul traffic, It 
also illustrates the importance of the lignite : 
coal movement particularly from Saskatchewan because 
of the total number of cars originating in 
Saskatchewan, 424, 204 of these are destined to 
Mar. toba. 

Page 33, mine products based on revenue 
per ton: as you look at these figures you can 
easily see the very Low prate that products so aca 
mines generally receive in all parts of Canada, 


There are variations, of course, but the average is 
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only $2.31, the total for all Canada, as compared 
with $6,00 and something for all traffic, 

Page 34 deals with forest products. The 
Significant item here from Manitoba's point of view 
is the heavy movement of forest products from the 
province of British Columbia, that is, 41 cars 
unloaded in Manitoba out of a total of 74. 

Page 39, dealing with the forest products 
by revenue per ton, illustrates that that nary 
movement from British Columbia to Manitoba moves 
at a rate of $24.73 on the average which, in itself, 
is about three times the national average for 
movement of forest and forest products in the Dominion 
of Canada, 

MR, SINCLAIR: Is this a calculated figure? 

MR, STECHISHIN: The three times? 

MR, SINCLAIR: Yes, 

MR, STECHISHIN: Well, 24 divided by eight 
is roughly three, Mr. Sinclair, 

MR, SINCLAIR: No, no; the basic value, 

MR, MAURO Qs: Did you calculate this 
revenue per ton? 

MR, STECHISHIN: The revenue in all cases, 
as i thought I had pointed out before, is the total 
shown revenue shown in the Waybill Analysis divided 


by the total number of tons to give you the revenue 


per ton. 


Page 40 is manufactures and miscellaneous 
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by carload, Here it can be seen that traffic 
originating in Manitoba, that is, again the 
horizontal line, about 40 per cent of the total 

is shipped into western Canada from Manitoba: that 
is the 86, 69 and 9, to Saskatchewan, Alberta and 
British Columbia, Roughly speaking 40 per cent 

is within the province and approximately 20 per cent 
going to eastern Canada, On inbound traffic which is 
now the vertical colum, about ho per cent of fhe 
manufacturer's goods, or carloads of goods, is from 
eastern Canada, About 30 per cent are of Manitoba 
origin and about 27 per cent are from points west of 
Manitoba, 

Page 42 shows the manufactures and 
miscellaneous by revenue, This is total revenue -- 
not revenue per ton. Here it can be seen that the 
traffic to the east, which I earlier said was 20 
per cent of the total, represents roughly 31 per 
cent of the revenue, That is the 1800, 16,200 
and 27,600, 

Shipments from the east, which I earlier 
said accounted for 42 per cent of the number of 
cars, account for almost 70 per cent of the revenue 
tha. Manitoba receives on inbound traffic of 
manufactures and manufactured goods. 

Mr, Chairman, I have the same type of 
calculations made on class rates, commodity non- 
competitive rates, commodity agree charges, statutory 


rates; so that, if it is necessary or desirable to 


we 1 pene 7 rar . 
I iatities Gil pe id eae te 
} uy at? eipete 


’ 
t Tr?) 


™ is ran ae rier, 


—_ 


| ne hy 
persed dost seni od msc. ab ono phy 


ord. tage Bk tact sdo8 Last sb gesanagane 


it 


fatod ci to damm tieq OF duoda: comet ee 
tad? :edotLieM mow abana rered eam ovat beqgtita at 


Pie 


* 
2 


a = wes 


dn@o req Of getaleece eletgsnasi S ébeabel, detdind’ 
iaso xeq OS yledamixenqqé Hew sonkvoug erie hdd tw. ee 


= 


ak stoveiw oh thea bavedat 00 28089 exsitase ov aatog: 


ae 


| 
Pn 

hae adred tA ET ot 1 ‘bus 23 23 ons at 
' 


seid to reo r9q ot dvods canoe Leoltuow ond ‘WORT m 


MOXr ef, ebeog ‘te abeo [ne 9 "0 shooa Bt xorud ostumsa + 


sdotinaN te ous game yeq OF fuoda ssbaen8D mretess. 


to ¢zow etatog moxt ems dupy oq YS taose bes nigtyo.) ; 


_sedot tas 


—i 
— 


bas soctstoetwrmm ode awode Si eget 


—— 


=< DONNBY oY {siod et ain?  ,eumoves xd eso eee [ [one tm aM 

ot tadd aceon od aay af ons ot weg eueoven dou: 
OS aew bisa uetixes Lidotdw dase edt of of trend 
seq LE yidguet adnoaonqe eiatodt ont "to tee" oq. 

OS, as ,0O8L edt at tact « SUETBV OT eh ‘to dees 

} | ig ie 4008.78 ban (| #8 


¥ ar 


xoifnse I dotew 48aee asd wet adreugtaie 


to recuse oud ™ tase eq gH. amr 
aumevet oft to dion vToq OV teomis yok tampoos, Dade 
te, oftien? bawodat mo eovieosn stam aa ca 
<ahoog bersd os testes: bee ; | ; ) 

to wna ene ett ora anata 
| ~noe vt Loomnon eaten sea lo Lad 
Viodutets .aeguado. conan ‘shonin Ye ; ; 
Rand aidanpoeh %0 venaeonen er anu wa 


balee Ghar Tren tl. re (eer 


ape y: i 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15599 
TORONTO, ONTARIO Trachtenberg, dir 2 
: (Mauro) 


make further calculations or extensions, the 
information is here, We have had to prepare it 
for our own use, and we felt we should make it 


available to the Commission, 


7 ---Short recess, 
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MR. MAURO: Q. We were at paragraph 36, 
You had explained Table 3, Mr. Stechishin, and you had 
pointed out the fact that British Columbia traffic is 
84 per cent at the depressed rates, Tass What 
about this favoured condition of British Columbia in 
relation to horizontal increases? 

MR, STECHISHIN: The impact of United States 
railroad competition on British Columbia - east 
rates is brought about because of numerous exceptions _ ) 
in the long haul horizontal percentage increases in a 
the United States, This results from the fact that 
the United States railroads when petitioning the 
Interstate Commerce Commission for a general rate 
increase, request, and obtain, what are known as 
"maximum increases" or "hold-downs", 
38. Under this method the rates are increased 
by the stated percentage with a stipulation that no 
rate may be increased by more than a specified number 
of cents per hundred pounds. For example, the 
Commission's order might read: A tenper cent increase 
is authorized with a m&ximum of eight cents per 
hundred pounds. So that, any rate that may be below 
eight cents, for the sake of argument, would get a 
ten per cent increase, but if it were $1 it would not 
increase to $1.10. They would say only eight cents, 

MR, COOPER: Mr. Chairman, before Mr. Mauro 
proceeds, I wonder if he would indicate the purpose of 
Exhibit 154? Is it related to any particular para- 


graph in the text, or just exactly what is the purpose 
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of submitting it? I am sure if we have that infor- 
mation it would be of assistance to those persons 
who have to prepare for further cross-examination, 

MR, MAURO: Well, it is largely submitted 
simply for the information of the Commission, It ties 
in with our general submission regarding the impact of 
increases on the movement of traffic in Canada, so as 
to better assess -- we have heard a lot of talk about, 
well, where does this traffic flow. 

THE CHAIRMAN: You will be referring to it 
from time to time? 

MR, MAURO: More, really, by way of argument, 
not necessarily to that exhibit, but simply because we 
thought it was time that it should be put into context. 

MR, SINCLAIR: Of course, Mr. Chairman, this 
leaves us in a very difficult position because counsel 
specifically has drawn tables; one; revenue per ton 
figure which we object to. Unless he tells us what 
he is going to do with it, and also a sample of one 
per cent -- nor stratified -- unless we know iat te 
is going to do with it is important to us in preparing 
any cross-examination we are going to do. Unless 
we are told, we cannot do anything with it. 

MR, MAURO: If Mr. Sinclair feels there is 
any information in that table which is untrue, then I 
suggest that he has poth a right and a duty to correct 
that. 

WR. SINCLAIR: I am not going to check it. 


MR, MAURO: Because the figures are presented 
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there by the Manitoba Government as a statement of the 

analysis of movement interprovincial and intraprovincial. 

THE CHAIRMAN : What he has asked is what you 
are going to do with it. 

MR, MAURO: Mr. Chairman, I am going to use 
it, obviously, in bolstering up my argument finally as 
to the impact of horizontal percentage increases and 
traffic flow in this country, and where this impact is 
felt, both into Manitoba and out of Manitoba, and from 
the various regions of Canada. 

MR, SINCLAIR: Obviously, by looking at one 
of these tables, he cannot use it for that purpose, 

What is it there for? He should tell us. 

MR . MAURO: I am not telling -- I do not 
think I am required to give a reason for every sheet in 
that exhibit. I have said and I have put in evidence 
that it was prepared on the basis of the Waybill Analysis. 

Now, if there is some sheet in there that 
Mr, Sinclair opposes,and has a reason for opposing, let 
him say so. I am not required to explain every reason 
why I put in an exhibit before a court, I say it is 
in there in support of my case, and there it is. 

MR, SINCLAIR: of course it is, and it is my 
respec .ful submission that if we are not informed as to 
the use of this, the necessity of this exhibit, and if 
it is not explained, then it is irrelevant to the pro- 
ceedings. Of course he is required to say what use he 


is going to make of it. We are not required to be blind- 


folded throughout the proceeding. There is a lot of 
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2|| hard work here, and I am sure it would not be prepared 

3] needlessly. He must have some reason for submitting it. 
4 MR, FRAWLEY: Well, I might make use of it 

5] as a reference work, Has Mr, Sinclair any objection 

6|| to that? 

2 MR, MAURO: It is most ridiculous that an 

8] attorney would have to explain every sheet of an exhibit 
9] put in, I am going to argue it, and my learned friend 
10| can use it, too, 

11 THE CHAIRMAN: What is the purpose of it? 

12 MR, MAURO: I have said three times, Mr. 


13| Chairman, we are going to use it to support our descrip- 


14|| tion of the impact of horizontal percentage increases 


15| and traffic flow in this country, and the impact 
16] of this burden in the Dominion of Canada. 

17 THE CHAIRMAN: Well, go ahead. 

18 MR, STECHISHIN: This method of amending 

19 the straight percentage increase has certain advantages 


20|| to the railways. 


21), 39. American railroads, by and large, are 


regional railways. Although some may operate from 

one region to another, none are nationwide or trans- 
continental as are the two major railways in Canada, 
Goods ire frequently produced in widely scattered areas 
and shipped to a few concentrated markets. Con- 
sequently, in addition to the producers in one area 


competing with the producers in the other areas, the 


railways serving each area also compete with the 


railways serving other areas. 
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2 I might just explain there that the railways 
3 do not have to run side by side in order to be com- 
4 petitive. One may run from the south to Chicago, and 


5 one from the west to Chicago, but they are very 


6 competitive because of the nature of the commodities 
7 they are carrying. 
8 This common interest is due to the fact that 


9 in most cases one railway does not serve two competing 
10/ areas and if the shippers who are "on line" cannot sell 
11 their produce, the railway will also suffer since it 
12 does not participate in the traffic from the favored 
13 region, Once a rate relationship is established the 
14 two railways, and especially the one having the longer 
15 haul, have at least as great an interest in pre- 

16 serving that rate relationship as have the shippers. 
17 4O, For example, fruit is grown in Florida, 

18 Texas and California. The principal market centers 
around New York City. The distance from Florida 
points is about 1,200 miles, while from California 
about 3,100 miles. Let us assume the rate from 


a representative Fiorida point is $1.20 and from 


California $2.00. A 15 per cent increase would raise 
the Florida rate by 18 cents and the California rate 
by > cents. This would increase the disadvantage in 
transportation costs to the California shipper by 1e 
cents and might result in loss of traffic to the 
eeeicis coast railroads. These railroads, therefore, 
se to increase their rates by more than 18 cents 
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traffic in this commodity throughout the United States. 
The increase is then quoted as 15 per cent, maximum 

18 cents per 100 pounds. 

41. A similar situation exists with lumber where 
production centers in the Pacific Coast and the South, 
Lumber from the south encounters competition from Coast 
lumber at Chicago. The distance from Hattiesburg, 
Mississippi, in the center of the south producing 

area to Chicago is 718 miles and from the Pacific 

Coast approximately 2184 miles. In this case too, the 
Pacific Coast lines use the amount produced by the 
percentage increase in the Hattiesburg-Chicago rate 

as their maximum, 

42 , As with the coal, however, those shippers 

and railways who are favoured with shorter haul protest 
that "hold-downs" or "maximums" casts them the 

penefit of their geographic advantage and complain 

of discrimination. 

43, There are many other situations where one 
railway uses the percentage increase on another 
railway as a maximum but in each case shown above 

there is a basis for the maximum which can be 

sone eer, even if not always accepted by everyone. 

MR, MAURO: Q. Would such a method, Mr. 
Stechishin, operate satisfactorily in Canada -- this 
method of hold-downs? 

MR, STECHISHIN: 


4d, In Canada, however, the maximum figure 


stipulated must of necessity be an arbitrary one and 


paedage. teste od? Puotguerdd vétesimo9 snst? nt » 


munhacam ( eeidea onle ax 68 besoup neat ak onaviont 


7 sebrwog oor Key: atnias * 


. wredte yedmul sip. lw dete movant aeiints LJ 


\j -S2u0@ ens baw Fwsot of ttesd ed¢ aot atsdnen mage) , 
f ; ; i, 

. -_ ye : 

Jase) mort nolvtteqaoe exeinuoone Aswoe ets mort wodimit’ | 


° ee 


SiNdesti2at wou saath sap . opsoteto 78 redial 


Botoubowg Atwou off 6 Tedneo edd at taqgteetentM — : q 
‘ 1 78 
, te 


oftloay oH? mort bore eattm BLY et onsoldod od 2878, ine 


oe 


0oltm S868 yLedantxorgqs vane) =9it 


+ 


2 7 Nin 5 Ee era ne 
A A 0 ; 


i> 
= 
* 
2 
€ 
a. 
ia 
~ 
vs 
te 
a2 
- 


ony yd beonborg thvems odd eet Bentl tesBoh one ;. 


. eter ogsoldo-grudesittek eft at saseront saadnsoreq: | 
sum xam stent Ly o 

exsqgida skomy .revewor Lace edd Atiw ba | @ oe - Te 

| testotq Sus! rediose otty Setvovs? eta onv evant tine bas 
| oad matt yoob "anuwatwan" vo “anwob-bfod" stead ~ 
| telqmos has exetrevbs obdqary093 rita? “to ditened ? 
; ; not jantmtrsaté to 
| 


Ono etemw sgnobveudia At YER OTS re em og " 


| ~gitons to ee norton be gadneo'reg etal oan | yaw tn 4 
wart 

| oveds wos Sao Hoas HE sid mum B es tewihies 

| od mao aokete o tombe ons rot a ad 8 at exedd! « f 
 enoyreve yd bets a ‘wyawle son un eve fees 3 


Ri bortem 8 move blow ‘p Oma Fm, fey ’ sh 


atid -- shane) mb ¢lttetes teltae eteiaas isddatlsamal 
aii | hits | " a a UP im Mla 


a 
os) 


ANGUS, STONEHOUSE &@ co..To. Stechishin, Rutledge, 15606 


TORONTO, ONTARIO 


, Trachtenberg, dir 
(Mauro ) 


would lead to complaints from those shippers who are 
just under the maximum, 
45, If Canada had an eastern railway and a 
western railway meeting at, say Winnipeg, a specific 
maximum increase could be supported. Canned goods 
are shipped to Winnipeg from Hamilton, a distance of 
1,250 miles, and from Vancouver, a distance of 1,485 
miles. The western railway could support a maximum 
increase based on the Hamilton-Winnipeg mileage since 
otherwise the Vancouver supplier would lose sales and 
the traffic would be lost by the western railway. How- 
ever, in Canada, each railway serves both east and west 
and although the percentage increase might result ina 
diversion of traffic from Vancouver in favour of 
Hamilton, such diversion is not from one railway 
to another. The railways have etated that market 
competition is not recognized within Canada. The 
method has a further disadvantage in that maximum 
increase might not recover the actual increase in 
cost in the case of the very long haul shipper, thus 
tending to shift an undue burden on those shippers 
located at intermediate points. 

And here, Mr. Chairman, we have prepared a 
table to try and show the effect that a hold-down might 


have on a percentage rate increase. 


The first column, column l, is representative 
fi 
miles. Column 2 is the base rate or the rates prior 


to any increase for each one of those miles. Column 3 


shows the effect of 4 20 per cent rate on the base rate. 
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Column 4 is the 20 per cent, with the maximum of 16 
cents. Column 5 is the 30 per cent increase with 
the maximum of 16 cents. Column 6 is the difference 


between column 5 and column 3. 


Table 4 
(1) (2) (3) (4) (5) (6) 
20% 20% 30% 


Base In- maxX. max. Col. 
Miles Rate crease 16¢ 16¢ 5-3 
200 20 24 24 26 plus 2 
a oe 30 36 36 39s plus 3 
575 4O 48 48 | 52 plus 4 
i iy be 50 60 60 65 plus 5 
975 60 72 72 76 plus 4 
1175 70 8 84 86 plus 2 
1375 80-96 96 96 0 
1600 90 108 106 106 minus 2 
1800 300 120 116 116 minus 4 
2000 110 132 126 126 minus 6 
2300 120 144 136 136 minus 8 
Total TTO 924 904 924 


Notes: 


This table is illustrative rather than typical. 
Column (1) is the representative mileage at which the 
4? 
rate in éolumn (2) would be charged. The total’of the 


rates in column (2) represents an index of the rail 


revenue which would accrue if the traffic volume was 


identical at each mileage block. 
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Column (3) represents the rates if each rate 
in Column (2) were increased by 20 per cent. 

It will be noted that the total of column (3) 
is the total of column (2) plus 20 per cent, 

Column (4) is the same as column (3) except 
that no rate is permitted to be more than 16 cents 
higher than column (2). It will be further noted 
that the total of eolumn (4) 18 only 20 points less 
than column (3) out of a total of over 900 suggesting 
perhaps that not too much revenue is lost by ‘the "hold- 
down", 

Column (5) shows that in order to recover the 
20 points lost by reason of the 16-cent holddown in 
column (4), the basic increase must be raised to 
30 per cent from 20 per cent. 

Column (6) shows the net impact of the hold- 
down principle on the various lengths of haul, 

THE CHAIRMAN: That is the short haul would 
go up up to 1000 miles? 

MR, MAURO: About 1,175, to be exact, sir, 
that is right. 

Q. As the Chairman has just mentioned, Mr. 
Stechishin, under the table, which is purely illus- 
trat. -e, the shippers up to 1,175 miles take a greater 
increase, while those 1,600 to 2,300 miles take a 
reduced increase; is that correct? 

MR, STECHISHIN: That is correct, on the 


assumption that the increase is 20 per cent, and that 


the maximum increase is 16 cents. 
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1 (Mauro ) 
2 THE CHAIRMAN: What do you regard as long 
3] haul? 
4 MR. STECHISHIN; It is necessarily an 


5| arbitrary decision, I do not think that I could hold 

6 any one particular figure and say that that is a iong haull, 
7\ but one mile shorter is a short haul. I do not think I 

8 could make such an answer, Mr. Chairman, 


9 MR. MAURO: Q. Would you give a range, over 


10| a specified number of miles might be classified as long? 


11 MR. STECHISHIN: Certainly over 1000 miles 


12 would be classified as a long haul, and anything under 
13|| 200 miles would be short. But I would not want to pin 
14) it down as between 1000 and 200 as to which one was a 


15|| long haul and a short haul. 


16 Qo Would you go on, please, Mr. Stechishin? 
17 MR, STECHISHIN: 
is 46, Beeause this method ef increasing rates would 


19| not yield the necessary revenue which the railway require 
20| to meet their increased costs, the regulatory authority 
21| usually permits a larger percentage increase than 

22|| would otherwise be necessary to recover this deficiency. 


23| For example, if the railways require a 20 per cent 


24 increase, the regulatory body will grant 30 per eent 


25 with .. maximum of 16 cents. 


26 That is not necessarily a hard and fast figure 
27 -- that 30 per cent -- put it is just illustrating the 
28 point. 

29 | This larger percentage generally falls with 


| the greatest impact on the medium or intermediate length 
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ANGUS, STONEHOUSE &co..tTo. Stechishin, Rutledge, 


TORONTO, ONTARIO 


Trachtenberg, dir 15610 
i (Mauro ) 
2) hauls. In any case, the percentage element of the 


3|| increase still does not reflect the differences 

4 between the increased line haul and the increased 

5|| terminal costs. 

GO] AY, In Canada the principal exception to hori- 

7 zontal percentage increases is evidenced by the method 
8| of increasing rates on coal and coke, in which instance 
9| the Board and railways have not instituted increases 

10/| by means of a percentage increase but by a flat number 


ii of cents per ton. This method also is objectionable 


ag to certain shippers, particularly the short haul 

13); shippers, who find that their relative geographical 

14| advantage in a given market has been injured. One 
15] would have to conclude that both of these alternative 
16|| methods to horizontal percentage increases fail to 

17 maintain the proper balance between the short haul 

18|| shipper and the.long haul shipper. While both of 

19| these methods tend to alleviate the burden of the long 


20/| haul shipper, in the one case, holddowns, an undue 


| burden is assessed against the shipper with inter- 


22| mediate hauls and in the other instance, a flat 


23|| increase, an undue burden is assessed against the 

24|| shipper with the very short haul. 

25} 48. Any lasting solution must be directed to 

26| achieving a proper balance between the long haul 

27| shipper, the intermediate shipper and the short haul 

28| shipper. This can best be done by a proper distribution 


29| of the increased terminal costs and the increased line 


30| haul costs. 
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ANGUS, STOMEHOUSE & CO.'LTD. Stechishin, Rutledge, 
ERAN Trachtenberg, dir 15611 
(Mauro ) 


Qe What is this alternative method which 
the province of Manitoba is proposing? 

MR, STECHISHIN: The formula which the 
province of Manitoba wishes to present for consideration 
is as follows: In the absence of the necessary cost 
data we hare assumed that, for purposes of exposition 
increased costs experienced by the railways are 
evenly divided between terminal and line haul costs. 
When it has been determined that an increase in rates 
is necessary and the amount required is also 
established, the regulatory agency would take half 
the amount required and allow a percentage increase 


necessary to provide that portion, The other half of 


the required amount would be divided by the number of 
tons of estimated traffic and that portiond the 
increase would be granted as a specified number of 
cents per ton or one hundred pounds. For example, 
if the railways have shown that an additional 

$30 million is required, we have assumed that $15 
million of this amount is due to increased terminal 
costs and $15 million is due to toartheemeeus haul 
costs. However, should a subsequent study show 
that this is incorrect, the formula can be 

che iged to conform to actual experience. By way or 
illustration, if in a future rate increase case the 
railways should establish that their additional 
requirements. are say $30 million and that these 
requirements are occasioned by an increase in 


terminal costs of $10 million and of line haul costs 
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ANGUS, STONEHOUSE & CO. LTD. 


Stechishin, Rutledge, 
15612 


Trachtenberg, dir 
(Mauro ) 


TORONTO, ONTARIO 


of $20 million, our proposal would then envisage that 
the $20 million would be obtained by a percentage 


increase and the $10 million would be obtained by 
a flat number of cents per hundred pounds, depending on 


the estimated tonnage to be moved, 
In Manitoba this would mean 


THE CHAIRMAN: 
that all rail traffic out of Winnipeg to any point in 
Well, it does under any 


Manitoba would go up? 
MR, STECHISHIN: 


Chairman, 
It would go up more by this 


form of increase, Mr. 
THE CHAIRMAN: 


formula than by the horizontal? 
Short haul, low-rated 


MR, STECHISHIN: 
The short haul low-rated traffic 


traffic, 
MR, MAURO: 
would definitely go up more under this scheme than 
» 


under the horizontal percentage method. 


MR, STECHISHIN: 
Any alternative scheme for the application 


50. 


of rate increases must take into consideration two 
major factors: firstly, the impact on the shippers 


and secondly, that any resultant scheme does not 
impair rail revenues. It is our considered opinion 
that “he proposal of the province of Manitoba would 


tend to minimize the dollar increase on the long 


haul traffic while at the same time maximizing the 
y We would 


contribution from short haul traffic. 
-2 and II-3 which illustrate our 


refer to diagrams il 


proposal in operation. 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 


TORONTO, ONTARIO 


Trachtenberg, dir 15613 
(Mauro ) 
a oe Tests which have been made of the unrestricted 


application of this formula to the rates on the very 
short haul traffic and to low grade commodities moving 


at low rates indicate that some qualification in the 


application of this formula may be necessary in order 
to maintain traffic flow. 

52. There are indications that some of this low- 
rated, short haul traffic may be moving below out of 
pheudt costa, and theorevidariy Lecrdaey stodie Oe 
abandoned to competing modes of traffic. However, the 
formula is presented on the assumption that this 
traffic is making some contribution to overhead 

and that any rate proposal should realistically attempt 
to reflect traffic conditions as they exist. For 

this reason, we have made a modification which would 
tend to alleviate the impact of the formula on this 
type of traffic but which at the same time would recog- 
nize the fact that the costs have gone up to a greater 
degree relatively than have the costs on long haul 
traffic. The modification used in these diagrams 
consists of assessing a higher percentage increase 

with the proviso that the increase to be applied would 
be the lower of such higher percentage increase or the 
formula as previously outlined. Thus a low grade, 

low rated commodity moving at a rate of say 10 cents 
before the increase would be subjected to the lower of 
either a 40 per cent increase which would represent 


4 cents or the formula which might provide for 3.5 


cgh#s plus a 10 per cent increase or a total of 4.5 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 
TORONTO, ONTARIO Trachtenberg, dir 15614 
(Mauro ) 


2 cents. In this illustration the increase would be 
3 limited to 4 cents. 
/ MR, MAURO: Now, Mr. Steahishin, we had 
5] referred at the end of paragraph 50 to diagrams 
6/  I-2 and II-3 which will become Exhibits 153-B and 
7] =153-c. 
-~--EXHIBIT NO, 153B: Diagrame II-2: Comparison 
9 of the Effects of a 20 
per cent horizontal increase 
10 with an increase of 3.5 cents. 


per 100 pounds plus 10 per 
11 cent as modified. 


---EXHIBIT NO, 153C: Diagram II-3. 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge 3 ety 
TORONTO, ONTARIO Trachtenberg, dir, 
(Mauro) 


MR, MAURO: We have blown up these two 
exhibits, Mr, Chairman, for perhaps ease of 
explanation, 

Qe Now, Mr, Stechishin, would you 
please describe this exhibit and what it purports 
to show? 

MR, STECHISHIN: Mr, Ghairman, this is a 
chart showing the typical rate scale based on a 
percentage of the existing class rate scale in order 
to have the standardized rate of taper. The 
column on the left is the cent per 100 pounds; the 
ecolum across the bottom is mileages; the lowest 
line in the steps %5 the present rate, The steps 
indicate the Block in the present rate structure, 
and if you 1Lqok across 2,000 miles you find a rate 
of $1,10 roughly, The line, the selid line plus 
the dot, and so on, as can be seen on the legend, 
is the resulting rate on this scale which would 
fall from a 20 per cent increase in rates, and it 
4s the line which starts out slightly above the 
solid line originally and then extends almost Bo 
the top of the righthand Gpp corner. That is the 
line with the dot and then a solid line and &nother 
do:. | 

Q. The interesting “thing there is the 
constantly expanding difference between -- 

MR, STECHISHINY. In the very short range it is only 
siightly pais the solid line; by the time we get 


into the long haul traffic there is a considerable 
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ANGUS, STONEHOUSE aco.tro,. Stechishin, Rutledge, 15616 
i Da hh ade Trachtenberg, dir, 
(Mauro ) 

Spread between the two lines, The third line is 
a dotted line or a dash-dash-dash line, and this is 
the scale which would result if the formula we 
are discussing here were adopted, I should give 
the calculations, We have arrived at the conclusion 
that an increase of 10 per cent plus 3.5 cents 
per 100 pounds would give to the carriers roughly 
the same revenue as the 20 per cent increase would, 
and this is represented on the chart here by --- 

MR, SINCLAIR: You said “calculation", 
Are you going to file that caleulation? 

MR, STECHISHIN: I don't have it with me. 

MR, SINCLAIR: I wonder if that could be 
made available? 

MR, MAURO: We will have to see whether 
it is available, Mr. Chairman. 

MR, STECHISHIN: This dotéed or dash line 
starts ous’ somewhat above the second line that I 
referred to, crosses it around 400 or 500 miles, 
or 35 cents to 45 cents, and then continues up in 
pretty well the same general direction but lower, 
so it has about a third less of a spread at the 
higher reaches, although it is higher than the 
se-omd line in the lower reaches. 

MR, MAURO: The exhibit 153-C, Mr. 
Chairman and Commissioners, is nothing but a blow- 
up of the previous one, put it is limited to 60 
in the rate scale and to 900 miles just to show 


what we are trying to 4llustrate in this question 
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ANGUS, STONEHOUSE & GO. LTD. Stechishin, Rutledge 9 15617 
TORONTO, ONTARIO Trachtenberg, air . 
(Mauro) 


of the short haul. 

MR, STECHISHIN: The solid line is the 
base rate and the dash and dot is the 20 per cent 
increase, and the other line with the straight 
dashes is the ten per cent pius 3.5 cents. 

Then down on the lefthand section you 
will find a small dotted line. This dotted line 
is the effect of the modification which we discussed 
earlier for this low rated short haul traffic which, 
in our opinion, was unduly penalized formerly without 
the modification. So instead of the increase the 
rate of, say Shes cents to about 11 cents would 
only go up to possibly 9 cents or 935 cents; and then 
this small dotted line only extending as far as 
35 or 40 miles --- | 

MR, SINCLAIR: Is that calculated? 

MR, MAURO; My learned friend is going 
to have ample time to cross-examine, 

THE CHATRMAN: There is nothing wrong in 
asking a question. 

MR. SINCLAIR: If I am going to cross- 
examine I would have to understand how it was 
calculated, 

THE GHAIRMAN: Do you think the truckers 
would welcome this? 

MR. STECHISHIN: I don't think I could 


answer for the truckers. 


MR. MAURO Q: You have calculated this, 


and in this case you have assumed the 50-50 method 
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t's : e f 
° 

and having explained that if subsequent information 

and study showed that the terminal costs were 

greater or lesser than that percentage, the cents 

per one bundred pound portion would be made to 

reflect that lower or greater amount, You 

calculated this to return the same amount of revenue 

as a straight percentage increase? 

MR, STECHISHIN: Yes, that is correct, 

Q. And you have used the same attrition 
figures the railways did im the 17 per cent case? 

MR, STECHISHINs Yes = attrition ratios, 
I should say, 

Qe Now, Mr, Stechishin, have you 
tested this formula againss actual traffic movement? 
LI wonder if you have tested this formula that we 
are proposing here against actual traffic movements 
so that the Commission might see that beyond the 
theoretical level the impact it might have on 
authentic traffic movements in Ganada? 

MR, STECHISHIN: Yes, I have, and I have 
prepared some results of that analysis that we made, 

MR, MATRO: I wish to put in evidence 
Table IL - 2A, which will become Exhibit 153=-D. It 
is 2 three-page document. 
o=cEXHIBIT 153-D, Comparisons of Specific Movements 

Showing Base Rates, 20 per cent Horizontal 


Increase, and Increase of 10 per cent plus 3.5 


cenGs. 


ar ek “ wr | MAY 


Aa ‘no tdeeotat sasupoedan =) tar bootee ee 
ee ty Lee 


Ly 
ne 


Ad, f Sieh 
3, ee eae swe o Lentatiros) ‘ata! Yan? Lenicite. 
ses ‘ ry My . i a i iy bay 2 


Fano out) ox he " stotted eet niectt ee 1, ae 
, i as We : } iv 


ree 
i 


| re oc ohem- ot pb! ard em tf ly ie iy ita Porine by en 


Desi ae als ae nie 
: ag ae ale 
\ Boy ?HGORS: TaPRSTy To * vio fy Ratt doeriee f 
i" : h ey entire . wll 
by Mmeves to temas ames att eneeer of eit beva aneat ’ 
. ; f : " ' "1 a 
(SeeOr Ms, BBR HsoTts” Bey ante i . 
. . 
q 4 = A / ; . H = 
+ sf SoXxtoD 2k Tee ay RI MGIB Ce. am Bh eee a 
va! 
: \ ( 


p \ 
4&9 


/ ¥ i ; o id 
nah ek oe ~ Pe ce ah of F «athe 1 ; + Mi 
Rey Wires LOU L Oey OLD Baws tex et? sstrg tk: 


fa m 4 a * 


«Yee pLuorts t an 


a 


i cl tl ; oi eaealanai ae a a5 tay | emai mi 
broyead tac’ een erin ooleeitwe> sat tadt ca’ |) 


WO v.60 Tagiu ek sosqet sm devel f ap itoritvery 
j ee ay iJ 


fapgareS ct. ef @eweres £ a 1 8 le xt obteodttom . 
on ‘ an ij 


1 \ 7 A ' Ye ae 
‘ y A 


af O86 .pved I ,asy | nreerEnee: oe i a ae 
J j vd r j Pr ry i 
. ) ‘ . Mean a 
-sbsi0 GW tent elev lens Mead Bo! ai fvepe wine & hoadgead si 


a 
ry? ye ae 


sonshive th tig 6 eke Poa st | 
| | ; } . 
| tI ,@-ERE Sadieixe eemosd bib ce ay “AS at sf 
; : Di wh & a ay ean 
h i wD a, sismuceh’ 6 
| ’ | Sisal poe 
} an 
ad nemerom erite eq Sack ‘eet vapascmold ytoget 
, . ie bia A 


. 
| 
t 
Hy su hg | % 
i" " SYromewont oi Mert faulas deaptage eilvuveh alm hes aod wn 
| 
. 
. 
| 


. tl ; Liteon tieR Ties Tog og viet 


| ae 


Sel eaiq twee taq OL . 


Rais rn 


s 
me 


ANGUS, STONEHOUSE a co.iTo. Suechishin, Rutledge, 15619 
i aatine Raaihiaiiil Teachtemberg, dir. 
F (Mauro ) 
: 2 MR, MAURO Q: Would you discuss that 
| 3 exhibit, Mr. Stéechishin, | 
| 4 MR, STECHISHIN: Mr. Chairman, this again 
5 is taken from the Waybill Analysis, and rather than 
6 go through the entire text I selected those movements 
, Which were shows in the Wsybill Amalysis as yielding 
8 $10,000,060 in revenue, It sovers well over half of 
9 the total Canadian traffic as reported in the Waybill 
10 Analysis and I didn't bother with those small _ 
"WW movements where they were single cars or only wwe gare, 
12 the first two colums, “From" and "fo", 
13 indicate the province in which the traffic eriginated, 
4 "To" is the province to which the traffic was destined, 
15 The third colum headed "No," is the Board of Transport 
16 Commissioners’ index number in their own classification. 
7 The fourth colum is the commodities, and they are 
is ig| dt8ted as they appear in the Waybill Analysis. The 
19 next three columns per Waybill Amalysis - 1958 is 
20 information extracted directly from the Waybill 
21 Analysis, and that shows the number of hundred-weights - 


| LI converted % to hundred-weights -- and gives the 
average haul in miles, also calculated from the Waybill 
Analysis, The third colum is the average rate per 
one hundred pounds expressed in cents per one hundred 
peunde, and that again is the average as reported by 
the Waybiil Analysis. 

| The next two columns or para colums are 

the result of eater rate shown in the colum which 


is referred to and increasing it in one case by 20 per 
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cent and in the other case by 10 per cent plus 3.5 
cents per one hundred pounds, The next para colum 
is the same information, only with the difference, 
and the difference between 3.2 and 3.8, for example, 
is .6, the difference between 3,2 and 4,5 is 143; 
the actual amount of the increase as opposed to the 
resulting rate, 
The last colum, "Difference", is the 
difference between the fornmula we are proposing of 
10 per cent plus 3.5 cents and the 20 per cent increase, 
So reading the first line across it becomes a movement | 
from Ontario to Ontario, No, 314, copper, nickel, ore 
and SoneUntvates, DLT 5224 hundred-weights, an average 
haul of 16 miles, an average rate of 3,2 cents per 
one hundred pounds. That rate increased by 20 per 
cent became 3,8 cents per one hundred pounds; that 
rate increased by 10 per cent plus 3.5 per cent 
becomes 4.5 cents, The amount of the increase under 
the 20 per cent is .6 cents; the amount of the increase 
under the fornmla as modified becomes 1.3 stnth® and 
the difference betwen the formula as modified and the 
20 per cent increase is a further increase of .7 cents, 
The asterisk shown in the colum indicates 
that this modification has become effective on those 
particular rates, The note 1 appearing opposite 
pulpwood is to indicate that pulpwood, being a 
Maritime movement, is subject to the Maritime Freight 


Rates Act; the Waybill Analysis only reports the 


net figure. 
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So on the assumption that the rate was 
reduced by 20 per cent, we based our increases on the 
assumption that the rate here was 80 per cent of 
the actual isis so the formula was applied against 
the theoretical rate, 

Note 2 is a movement of coal or coke, as 
the case may ay and because these movements have 
not been subjected to the horizontal percentage 
increases in the past, we felt that there was no 
point in showing a eomparison between something that 
did not exist and the formula, 

Note 3 covers grain subject to the Crow's 
Nest Pass Agreement, Now, that had to be an 
assumption in some cases, but it was judged to be 
such because of the movement, There may be some 
domestic grain in that movement, but we have no way 
of separating the two. 

For example, on page 2 on the twenty-fourth 
line, Manitoba to Ontario, barley: we assumed that 
was all Grow grain, and the same is true in every 


place where you find footnote 3. 
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Footnote 4, the particular movement appears on page 


3 in the third line and that is potatoes from Prince 


Edward Island to Ontario. Because this is a movement 


from a point 


Within the Maritimes to Ontario it is 


subject to 30 per cent reduction under the Maritime 


Freight Rates Act but that only applies to the 


Maritime portion. We had no way of separating the 


Maritime portion from the other portion, so we cut it 


in half -- one-half of the thirty per cent. 


Q. 


Looking at it generally it would 


appear that the intra movements, for example, copper 


and nickel, Ontario to Ontario, having an average 


haul of 16 miles, under the Manitoba proposal would 


be an increase of .7 cents more than under the 


horizontal method? 


MR. STECHISHIN: That is correct, 


Q. 


And that progression continues, Quebec- 


Quebec, which is an intra movement, and Newfoundland- 


Newfoundland 


right down -- well, you get --- 


MR, STECHISHIN: There are exceptions, 


Qe 


Yes, I notice Alberta which is 103 


miles has a reduction of .6 cents. 


MR. STECHISHIN: It is 183 miles, but it has 


arate of 41 
from Ontario 
143 cents. 

on the short 
rated traffic 


Qe 


cents, The next shipment, the pulpwood 
to Ontario, for the same distance is 

This is not only aimed to raise the rate 

haul traffic, but also on the very low 
even if it is not a short haul. 


But I notice as the hauls get longer, 
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Ontario-British Columbia 2692 miles -- this is on 
page 3 -=- automobiles -- there is a reduction under 
your proposal of 67 cents per one hundred pounds? 

MR, STECHISHIN: That is correct, 

Q. As opposed to a straight horizontal 
increase? 

MR, STECHISHIN: That is the twenty-first 
line on page 3, 

Qe Do you wish to make any additional 
comments on that exhibit? 

MR, STECHISHIN: Well, I will mention this, 
that from the actual movement that we tested against 
it there was only one case where the additional 
increase was as high as two cents, and that happened 
to be next to the one you referred to of pulpwood, 
Ontario to Ontario, where the present rate is 143 
cents, That rate would be increased under a 
percentage increase to 17.4 cents; under our formla 
to 19,4 cents and would be two cents more, The 
rate, of course, is an extremely low one for that 
distance, 

Qe I believe there is another table, 
II = 2B which will become Exhibit 153-E. 

--- ‘XHIBIT NO, 153-E Table Comprising four sheets 
entitled amounts by which representative rates 
are increased under the 20 per cent horizontal 


inerease and under the proposal outlined by 


Manitoba, 
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MR, STECHISHIN: This, Mr, Mauro,is nothing 
more than a straight comparison of rates under the 
one formula and the other, and it was prepared 
initially to facilitate our work in doing some of the 
other work we had to do, It does show the details 
of the modification, The column on the left hind, 
first of all, on rates prior to the increase, reading 
the four sheets consecutively, is the existing rate 
of -- an existing rate, and we went up one cent at 
a time up to 50 cents and then by five cents to 
300 and then by 25 cents up to 1500, and there are not 
too many higher than that in Canada today. 

Qe So, the left hand colum, the first 
number is one cent per one hundred pounds? 

MR. STECHISHIN: Yes, 

Q. And it runs all the way up to 
$15.00 per one hundred pounds? 

MR, STECHISHIN: Yes, 

Q. And the second colum? 

MR, STECHISHIN: The second line is the 
amount of increase; that is,the difference in rates -- 
not the resulting rate -- from a 20 per cent increase, 
and it shows a one cent rate would not be increased 
at -1ll because of the disposition of fractions, and 
the two cent rate would go up by half a cent, as 
would a three cent rate, and a four cent rate would 
go up three-quarters of a cent, and the five cent rate 
by one cent, and the six cent rate by one cent. 
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would go up 40 cents? 

MR, STECHISHIN: That is correct, 

Q. And under the next column? 

MR, STECHISHIN: The next colum is the 
modification, It is a very short column and it is -- 
I think we explained that we increased the original 
rate by 40 per cent, and if the resulting figure was 
lower than that produced by the formula, we set that 
as the rate that should have applied, so, the one 
cent rate as modified should go wp half a cent 
whereas under the 20 per cent increase it would not 
go up at all, and the two cent rate would go up 
three-quarters of a cent as opposed to half a cent, 
Fhe three cent figure would go up by half a cent 
at 20 per cent and by 1; under the modified formula, 
and so on. At 12 cents the modification as opposed 
to the formula produced a five cent increase, so it 
was felt there was no further point in continuing 
the modified formla. 

Qe Under those rates which presently 
are 12 cents and under -- assuming this increase of 
20 per cent by our formula -- 12 cents per one hundred 
pounds and under would be subject to the modification? 

MR; STECHISHIN: That is correct, 

Qe And above 12 cents per hundred, or 
whatever the comparison is in the mileage seale -- 
the rate is still authentic -- it would then be 


subject to the Manitoba formula without the 


modification? 
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MR, STECHISHIN: That is true, 

Qe So, at $2.00 that same rate of $2.00 
per one hundred pounds on page 3 under the straight 
20 per cent increase, the increase would be 40 
cents, and under our proposal it would be 24 cents 
per hundred? 

MR, STCHISHINs: That is correct, and the 
last colum is the formula we have proposed here 
and it is just worked out as it might affect each 
one of: the figures, Here I might point out that 
the forma proposes an increase greater than the 
20 per cent increase up to about 35 eats or so, 
where it is the same, and then, of course, the 
diced beast Within that short range are due to 
dispositions of fractions, but by the time we get 
to 45 cents it then is lower than the increase 
under the 20 per cent and it continues to become 
lower as the rate is self increasing. 

Q. That is the distance here (indicating 
diagram)? 

MR, STEGHISHIN: Yes, and it is shown 
better on the original where it gets wider and wider 
as the rate itself increases? 

| Q. And it is the opinion of the province 
of a ae that this proposal would tend to minimize 
the dollar increase on the long haul traffic while 
at the same time maximizing the contribution from 
short haul traffic? 

MP, STEGHISHIN: That is correct, 
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Q. What is the next item under the 
subject of inequities which you wish to place before 
this Commission? 

MR. STECHISHIN: The next is on inter-line 
rates, 
aise Rail rates, in the absence of competitive 
influences, normally reflect mileages, either between 
the respective stations or between the key points, 
There are,however, some major exceptions. These occur 
when the traffic must move, of necessity, partly over 
the line of one railway and partly over the lines of 
another railway, In these circumstances the rate 
charged is not based on the total mileage, but on the 
sum of the rates to and from the interchange point, 

A tokem deduction is made from the sum of these rates 
but it is too small in proportion to the added cos$ to 
be of any solace to the shipper. 

54, The following is a comparison of the basis 
for constructing the normal mileage commodity rate on 
scrap iron from two approximately equidistant points, 
one on the C.P.R. and one om the C.N.R. to Selkirk, 
Manitoba which is located on the Canadian Pacific 
Railway, Dodsland, Sask,., a point on the C.N.R. a 
distence of 574.6 miles from Winnipeg and Piapot, Sask., 
on the G.P.R. a distance of 575.5 miles from Winnipeg 
have been usedgf: Selkirk, Man.; is 22.9 miles from 
Winnipeg. 
This is tracing through the method of 


@alculating or determining the rate and from Piapot -- 
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you first determine the mileage from Selkirk by 
the route of movement is 594,6 miles, and from 
that mileage figure, 594.6, you determine the rate 
plus the increase in the tariff, 

MR. SINCLAIR: Is this the actual? 

MR, STECHISHIN: This is the actual, yes. 

MR, SINCLAIR: This is the traffic which 
moves? 

MR, STECHISHIN: Yes, From Dodsland -to 
Winnipeg there are different procedures used. Here 
you determine the rate from Dodsland to the interchange 
points, which happens to be Paddington, and you 
determine that portion of the mileage and then the 
rate, and then you take the Canadian Pacific mileage 
from Paddington to Selkirk and determine the rate for 
that which is in this case here 14 cents and you 
add the two resulting rates together ,and then deduct 
from -- before you add them together you deduct from 
each rate, because it is going to be a combination 
rate-- a specified figure in the tariffs -- add 
these two resulting figures together to get your 
through rate, so that here we see that for roughly 
the same distance a shipment moving all over the 
lir-s of the C,P.R. is 70 cents on combination rate 
with the deductions, becomes 823 cents. 

Qe As I read these figures, Piapot to 
Selkirk, ma rates are constructed by adding the 


mileage to and from the junction point and determining 
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the rate on the through mileage. In the case of 
Dodsland to Selkirk the rates are constructed by 
taking the rate to and from the junction point and 
adding the resultant rates? 

MR, STECHISHIN: Yes in one case you add 


the mileages and in the other the rates, 


ls GePsRe Line 
Piapot to Winnipeg 575.5 miles 1 
Less Rugby to Winnipeg 1.9 miles | 2 
Piapot to Rugby 573.6 miles 3 
Winnipeg to Selkrik 22.9 miles 4 
Less Winnipeg to 

Rugby 1.9 miles 5 
Rugby to Selkirk 21,0 miles 6 
Piapot to Selkirk 594.6 miles 7 
Mileage rate for 594.6 miles | 5O¢ 8 
Increase to include CFA 83-A 65¢ 9 
Increase to include CFA S4-A, Supp. 1 70¢ 10 
2s €.H.R. 
Dodsliand to Winnipeg 574.6 miles 1 
Winnipeg to Paddington 4,3 miles 2 
Dodsland to Paddington 573.9 miles 3 
Mileage rate for 578.9 miles 59¢ rT 
Iner ased to include CFA 83-A 65¢ 5 
Increased to include CFA 84-A, Supp. 1 70¢ 6 
Less 1¢ under item 8 69¢ 7 
Paddington to Winnipeg 3.2 miles 8 
Winnipeg to Selkirk __22.9 miles 9 


Paddington to Selkirk 26.1 miles 10 
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(Mauro) 
Mileage rate for 26.1 miles 12¢ 11 
Increased to include CFA 83-A 13¢ Le 
Increased to include CFA 84-A, Supp. 1 l4¢ 13 
Less 1/2¢ under item 8 13 1/2¢ 14 


Through rate (Line 7 plus Line 14) G2 1/2¢ 15 


55» Thus it can be seen that despite the fact 
that the C.P.R. station, Piapot, is one mile further 
from the common junction betat: Winnipeg, the normal 
rate over the line of one railway is 70 esas, while 
the rate via the joint route is 82 1/2 cents, 

56, Because of the volume of scrap iron moving 
to Selkirk, the railways have made a concession and 
have recently published an exception rating to 
Selkirk on this commodity where the traffic originates 
on the tracks of the other railway. | As a result of 
this special reduction, the rate from Piapot is 70 
cents and from Dodsland, 81 cents (Item 6408, CPW 975). 

Q. Does the situation that you have 
just outlined generally apply in the Canadian freight 
rate structure? 

MR, STECHISHIN: Under the Glass 100 rate 
seale, a shipment in western Canada moving 50 miles 
over the lines of one railway to a junction veieks al 
then 50 miles over the lines of the other railway to 
destination would be rated at the sum of two 50 


mile hauls less the token reduction referred to, 
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i le Teachtenberg, dir. 
; (Mauro) 
5 50 miles C.P.R. @ $ 96 
3 Less ee 8e 
4 $ 95 
5 50 miles C.N.R. @ $ 96 
6 less yt ek 
7 eee 
8 Through rate $ 1.90 
9 
10 58. If the shipment moved 100 miles over the 
‘i lines of one railway only, the rate would be $1.32 or 
3 58 cents less. Thus the sum of two rates, each 
13 covering a relatively short nae is considerably 
14 higher than the rate charges on single hauls of the 
15 same total mileage. This extra charge is not 


assessed when two railways can combine to reach a 
point served by a direct line of a third railway and 
this is the usual practice in the United States, 

Qe I believe you have a diagram to 
illustrate this point. It is diagram II-4 which 
will become Exhibit 153-F. 

-o— Exhibit 153-F diagram II-4 entitled Choice of 
all Rail Routes available to Shippers between 
Eastern and Western Canada in 1939. 

MR, STECHISHIN: I might mention, Mr. 
Chairman, that the year 1939 was selected because 
that was the date of the particular tariff =-=- the 
date the tariff was issued -- and I didn't want to 
go through the supplements, The tariff has now been 


supplanted by a subsequent tariff. I have used 


t ; y ae ra @e, a ® Pon nee 


| ! : 7 nf H 3 
; . | i 
oe, 6 aie ofl. M0 asttm te 
ak ie 
f ri ' ' : : 
i Ran ty ( pS ae - a uw Y sane, : a | ni 
F i] i i : 7, 7 
Yi : aya ay FA : 
- aw. vc ¥ i Rabe 
T 4’ 
r ; “At ones CR. . » 
. O¢.f @ _ Stet anmontt ” re Tt 
~ 5 a Ie Ly aml ; ay t oe “ 
{ . al 


. add) «ey ss Cro Othe bevdk Fie bela ond a 
j no $8.4 od Kowow hee ae «Uta yawl bey eno to Beak | 
| HoSG , Gers y Owe my mare nold ‘east? | baal eta90 8é 
| | %J da-rabt kice's al, , Laassal ‘Bos te vlovide ron & aatxevoe Ov TU 
| oct to alse afyite ay agra nhs pia ont sits ssorigta’ ae ‘1 
ot el, epmerts ‘ioe arate “Sogeeitta tadod! oma | 


8 angst of eontiitoy aay syaw baw out’ act besaseas: 


. bas vawliet Pctd? 2 te emir y soeath & bial beviee it, em 
| sQeteis hed iay ent as ebttaerg faven oud es  abald on 
Ov MEcnaLD & Svan toy ovelied’ x. a . heh 2 


Hola PIT sorgels: ee er. tntog aldd overdeusee oe oy 
| | teat Stent ‘eaob4 Litw! 


F : p ; . gel 
| to seton? held iti bu TF salen weet adie acne a 

| treoowed wet erent ge efdal pea eet to tis | 7 : 

x e ‘ i. lion” | ee 
| | ERE a ‘shanad axet cow b . Based hi : 

| rites e i ie . 7 


. «Mo Li even tate rt’ WIM eHONR 
oapansd Setostee saw eer rer por 
9ci3 “+ ‘thas salnotaag ac to or 


o2: tivee at mre t baa — bevel naw 3 ! 


ey) 5 i ‘ if 


goed Wor sact Taiwat Raia 


ioay sve x. yo 9 re 
Panis a a . aay) / afi). ah ‘ 


ANGUS, STONEHOUSE & co.ito. Stechishin, Rutledge, 15632 
aR Cee Trachtenberg, dir. 
(Mauro) 


Hamilton in eastern Camada as a point of origin 

and Winnipeg in western Canada as the destination, 
This tariff was taken to show the wide variety of 
routes that were at least at that time available to 
@ shipper in Hamliton shipping his goods to Winmipeg: 
or in Winnipeg shipping to Hamilton, The shipper 
could, if he bhobe! ship from Hamilton to North Bay 
via the Canadian National Railway, then via the 
Ontario Northland -- it had a different name at 

that time -- to Cochrane, and then wia the Canadian 
National to Winnipeg. Or, the shipper could ship 
from Hamilton via the C.N. to North Bay and C.P.R. 

to Winnipeg. Or, he could ship .c.P.R. all the — @) 
he could ship ¢.P.R. to St. Mary's Transfer and 

take the D.S.S.A., or the Soo Line Railways both 

of which are subsidiaries of the C.P.R., to Duluth, 
and then on by the Soo Line then the C.P.R. to 

Noyes and into Winnipeg. He might elect to use one 
of the more southerly routes in the United States 

and ship wia the Ganadian National Grand Trunk to 
Milwaukee. From Milwaukee he has his choice of 
three railroads and two different routes; either 
via Minneapolis or the others shown. He might 

sh: * via the Ganadian National Grand Trunk to 
Chicago and then he has the choice of half a dozen 
different railways running into Minneapolis, some 
even going south to Peoria and back up to Minneapolis, 
There are approximately 141 different all rail routes 


the shipper could have used «- different combinations 
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ANGUS, STONEHOUSE & CO.,LTD. Siva 
TORONTO, ONTARIO : 


of those, between Hamilton and Winnipeg. 

Q- Assuming he hed-all of these een 
what about the rates that would be assessed? 

MR, STECEISHINs Mo matGer which one of 
these routes the shipper elected, amd no matter which 
one, or how many interchanges there were -- that is, 
how many times it had to move from one railway to 
another -=- the rate arriving at Winnipeg would be 
identical for every ome of these 141 different 
routes, 

COMMISSIONER ANSCOMB;: Is that so now, 
or is this in 1939? 

MR, STEGHISHIN: Well it is not so now 
because the bridge subsidy is not applying on 
traffic moving via the United States, 

MR, MAURO Qs Would you carry on, please, 
Mr. Stechishin. 

MR, STECHISELN: 

59.6 While Canada at ome time did have a number 
of major railways competing for traffic, all but 

the Canadian Pacific Railway have been combined into 
one system, presumably for efficiency and to reduce 
operating costs, Since the Ganacian National System 
war formed im 1923, rate and routing arrangements 
which were in force between the somponents of that 
railway and the Canadian Pacific gradually have 
become more restricted, particularly in western 
Canada, The government of Manitoba has no desire to 


see any railway short haul itself, but it feels that 
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ANGUS, eréwerduin & CO. LTD. Stechishin, Rutledge, 15634 
TORONTO, ONTARIO Trachtenberg, dir, 
(Manzo ) 


this problem of inter-line routing is largely a 
matter to be settled between the railways themselves 
and should in no way be reflected as an additional 
cost in ‘{natviaual rates, Oonsolidetion of lines 
which was designed to reduce relative operating costs 
has not led, however, to lower Yates but has resulted 
in fact in increases in certain instances. 
60, Within western Canada where trade patterns 
were not yet fully established and where shippers were 
not as well equipped with alternative forms of 
transport with which to deter the railways from 
making such routing adjustments, the Canadian National 
Railways have long since been able to Nemove those 
arrangements by which a shipper could use the Canadian 
Pacific Railway and say the @rand Trunk'Pacific to 
obtain lower charges than using the Canadian Northern 
from origin to destination, 
61. Today in western Canada, with only limited 
na pas all rates are based on the through mileage 
over the line of one railway, if serving both origin 
and destination. Where origin and destination are on 
different railways, the through rate is constructed by 
adding the local rates to and from an officially 
rec mized inter-change point. Is should be 
understood that an interchange point and a junction 
point are not necessarily comparable, 

@. I notice on pages 25 and 26 there 
is a list of competitive stationsor junction points 


in western Canada, and you have marked with asterisks 
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ANGUS, STONEHOUSE & co.LTo. Stechishin, Rutledge, 15635 
Trachtenberg, dir. 
(Mauro ) 


the official interchange points; is that correct? 
MR, STECHISHIN: That is correct. This 
table lists the junction points in western Canada 
in the Canadian Pacific and Canadian National as 
taken from the published tariffs, and the asterisks 
show these jumction points where interchange is 
available to the shipper transferring traffic from 


the C.P.R. to the C.N.R. or vice versa, 
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1 (Mauro ) 
| 2 Table 5 


w& 


LIST OF COMPETITIVE STATIONS IN WESTERN CANADA 
(Asterisk denotes official ~ 
interchange ) 


5 
6 Alix, Alta. 
* Armstrong, B. C. 
7 Ashcroft, B. C. 
Asguith, Sask. 
8 Balearres, Sask. 
? * Basque, B. C. 
Battleford, Sask. 
10 Beiseker, Alta. 
- Bienfait, Sask, 
11 Bird's Hill, Man, 
12 * Brandon, Man, 
Bruderheim, Alta. 
13 Be Calgary, Alta, 
* Camerose, Alta. 
14 = Carberry, Man. 
15 Carlyle, Sask. 
Carman, Man, 
16 Clover Bar, Alta. 
Voldstream, B. C. 
17 * Conquest, Sask. 
18 | Deloraine, Man. 
Dodsland, Sask. 
19 Dorothy, Alta. 
* Drumheller, Alta. 
20 East Coulee, Alta, 
21 East Edmonton, Alta. 
East Selkirk, Man. 
22 East Winnipeg, Man, 
Eckville, Alta. 
23 + Edmonton, Alta. 


Emerson, Man. 

* Estevan, Sask, 
Fairlight, Sask. 
Findlay, Man. 

* Forrest Transfer, Man. 


Fort Whyte, Man. 

* Fort William, Ont. 
Fraser Millis, B.C. 
Frobisher, Sask. 

* Gladstone, Man. 
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Postill, B.C. 
Prince Albert, Sask. 


1 (Mauro ) 
2 Glenbush, Sask. 
Griffin,.Sask. 
3 Hamlin, Sask, 
* Hartney, Man, 
4 Hatherleigh, Sask. 
J Holmfield, Man, 
5 Hope, B. C. 
Hopspur, B.C. 
6 Humboldt, Sask, 
7| Iffley, Sask. 
Irricane, Alta. 
8 Kalamalka, B. C. 
= Kamloops, B. C. 
9 * Kelowna, B. C. 
10 Kinley, Sask. 
Larkin .uB. GC. 
11 Lavington, B.C. 
Lehigh, Alta. 
12) * Lloydminster, Alta. 
13 Lumby, B. C. 
Lumby Junction, B.C. 
14 Lytton, B.C. 
Maryfield, Sask. 
15 Matsqui, B.C. 
16 Medstead, Sask. 
* Melfort, Sask. 
Ls * Methven (Jct), Man. 
Miniota, Man. 
18} * Moose Jaw, Sask. 
19| Morris, Man, 
Mossbank, Sask. 
20 Naramata, B.C. 
* Neepawa, Man. 
21 Nevis, Alta. 
22 * New Westminster, B.C. 
Nokomis, Sask. 
23 | * North Battleford, Sask. 
North Vancouver, B.C. 
24 | North Vancouver Junction, B.C. 
25 Oban, Sask. 
Oyama, B.C. 
26 * Paddington, Man, 
Peachland, B.C. 
i Peebles, Sask. 
28 * Penticton, B.C. 
* Portage la Prairie, Man. 
: Port Arthur, Ont. 
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Regina, Sask, 
Raith, Ont. 
Rapid City, Man. 
* Red Deer, Alta, 
Reford, Sask. 
Reynaud, Sask. 
* Rocky Mountain House, Alta. 
Roland, Man. 
* Rosedale, Alta. 


* Rosetown, Sask. 
Russell, Man. 
Rutland, B.C. 

St. Boniface, Man, 
St. James, Man. 


Salvador, Sask. 
Sandwith, Sask. 

* Saskatoon, Sask. 
Savona, B.C. 
Scentgrass, Sask. 


South Burnaby, B.C. 
bz South Edmonton, Alta. 
Spence's Bridge, B.C. 
* Stettler, Alta. 
Summerland, B.C. 


Sylvan Lake, Alta. 
Tisdale, Sask. 
Transcona, Man. 
Trefoil, Alta. 

* Tyson, Sask. 


Union Stock Yards, Man. 
Unity, Sask. 


* Vancouver, B.C. 
Vegreville, Alta. 
* Vernon, B.C. 


Virden, Man. 
Wadena, Sask. 
Walhachin, B.C. 
Wartime, Sask. 
Watson, Sask. 


Westbank, B.C. 
* West Fort William, Ont. 
= Weyburn, Sask. 
Willow Creek, Alta. 
Winfield, B.C. 


Winnipeg, Man. 
woodsdale, B.C. 
Yale, B.C. 

* Yorkton, Sask. 
Young, Sask. 
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